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FOREWORD 

BY 

SIR SPENCER PORTAL 

President of ifu Trustee Savings 
Banks Assodation 
AND 

Mr. W. LOUIS LAWTON, C.B.E. 

Chief Actuary of the York County 
Savings Bank 

I T is an especial pleasure to us to contribute a Foreword to 
Mr. Home’s book, partly for what will be found within it 
and partly because of the way in which the work has been 
done. It was indeed to be expected that Mr. Home would here 
display something of the social sympathy and bring to bear some- 
thing of the eloquence which made his father, the Rev. G. 
Silvester Home, a national and loved figure thirty years ago. 
This he has done and thereby given to his book a special appeal 
which is not likely to be lost upon his readers. 

In 1930 Mr. Home was appointed the first full-time Secretary 
to the Trustee Savings Banlu Association. He was well qualified 
for that post, and lost no time in producing the Trustee Savings 
BasAs Gazette and later the Year Book, which supplied an admir- 
able and much wanted link between all the banks both in towns 
and country districts. 

One of the most interesting allusions to thrift, or small savings, 
was made by the late Mr. Neville Chamberlain, then Chan- 
cellor of the Exchequer, when he said he looked with interest 
and satisfaction upon the three great Thrift Institutions, namely 
the National Savings Committee, the Post Office Savings Bank, 
and the Trustee Savings Banks, all working together as the great 
‘Trinity of Thrift’. No one has been a more loyal supporter of 
this great ‘Trinity’ than Mr. Home. 

During the war when the question ‘What is a Tmstee Savings 
Bank?’ was so often asked, it seemed to us strange that institu- 
tions for the encouragement of thrift, or as we should now prefer 
to say for the encouragement of small savings, should have suc- 
ceeded in living so long and attracting so little attention to 
themselves and their activities. 
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There has been litde authentic record of the origin and 
growth of Trustee Savings Banks generally, apart from a few 
general histories written during the last century and long since 
out of print, though there have been accounts of particular 
banks many of which have marked their centenaries by making 
available the stories of their development. These accounts, 
contemporary records, and especially Parliamentary Reports, 
have been the raw material from which the present History has 
been fashioned. Mr. Horne has had to collect, select and 
arrange and has performed these several tasks not only with 
skill but with the insight of a Savings Bank Actuary watching a 
model of the institutions he is describing at work. 

Trustee Savings Banks cannot get away from their history so 
long as it is preserved in unrepealed Acts of Parliament and 
while, almost until the present time, long experience has gone 
back to days when the memory of the Act of 1863 was still 
green, the knowledge of recorded experience will become in- 
creasingly important as time goes on. Mr. Home’s researches 
and vivid recordings will thus place the present and future 
generations of savings bank officials heavily in his debt. 

Moreover the present History, which, apart from a closing 
chapter, carries us to 1939, has a natural termination. It is the 
history of Trustee Savings Banks up to the end of the long struggle 
for recognition, as the distinctively local elements in a national 
movement for the encouragement of small savings. 

The full implications of that recognition, as one of the dis- 
tinctions between small and large savings, have yet to be 
realized. In the last six years the funds of Trustee Savings 
Banks have nearly trebled, and now exceed ;;(^7oo, 000,000. Has 
this been a purely war-time phenomenon or are the banks on 
the threshold of serving a much wider section of the community, 
a section which may indeed continuously enlarge if tendencies 
towards a greater equality of incomes persist? Will the ancient 
constitution, which has proved adequate for a century and a 
quarter of slow growth, survive the stress and strain of a greatly 
accelerated development or the intervention of a reforming 
legislature? 

The answers to these and other questions lie in the future. 
Let it suffice that Trustee Savings Banks are institutions 
characteristic of the humanitarian movement of the nineteenth 
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century; that they have come through many vicissitudes and 
that, though their fortunes have varied, they have ever been 
animated with a disinterested desire to serve the people, all 
working together with the spirit of brotherhood to further the 
persomil touch between the banks and their depositors. 

This is the story unfolded here. It has been well told and well 
worth the telling; and from it those who will carry on the work 
of Trustee Savings Banks in the future will draw both inspiration 
and courage. 

July 1946 


When we were asked to write a Foreword to this book the 
author, Mr. H. Oliver Home, was actively engaged in putting 
the finishing touches to his work. He was apparently in full 
health and vigour, and his sudden and premature death has 
come as a deep personal loss to those who had the privilege of 
knowing him well. But his work remains. What would in 
happier circumstances have been a noteworthy event — ^for in 
his book he had captured the spirit of tradition which enriches 
the story of Trustee Savings Banks — now becomes his crown- 
ing achievement. We mourn his loss. 

S.J.P. 

W. L. L. 

January 1947 




PREFACE 

T he whole of this History was written during the war 
years 1939 to 1945 and this fact may perhaps be accepted 
as an excuse for some of its defects. Wlien the Trustee 
Savings Banks Association asked me to write the history of the 
old savings banks in the summer of 1939, the task seemed for- 
midable enough. No adequate history of these banks had been 
written for over seventy years and some of the most important 
records from which it could be compiled were scattered over 
the country in local minute books and reports. The difficulties 
were increased by the outbreak of war, which severely curtailed 
the opportunities and facilities for travel and research and 
drastically reduced the time which the actuary of a busy savings 
bank could devote to the task of writing or his correspondents 
to answering his questions. 

These disadvantages could be overcome in time, but nothing 
could restore the books of the Devon and Exeter Savings Bank 
destroyed by one of the ‘Baedeker* raids of 1942, which demol- 
ished the Head Office of this old and interesting bank; nor the 
books of the Swansea Savings Bank, which suffered the same 
fate. Wa.r conditions also made it impossible to obtain access 
to the records of the St. Martin’s Place Savings Bank — one of 
the leading savings banks in the mid-nineteenth century. They 
had been hastily evacuated from the Westminster City Library 
and were said to be inaccessible. 

It is perhaps unlikely that such records would have added 
much to our knowledge of the main facts concerning the de- 
velopment of the Trustee Savings Bank Movement. Many of the 
local minute books I have read have been dull records of figures 
of little interest or importance except to students of local his- 
tory. Fortunately some of the larger savings banks, which were 
concerned with the wider aspects of policy and development 
during the past century and a quarter, were able to produce a 
surprising amount of really valuable material, which filled up 
most of the gaps in our knowledge. I refer particularly to the 
Glasgow, Hull, Liverpool, and Manchester Savings Banks and 
to my own bank in Aberdeen. Other actuaries have taken much 
trouble to search their records and draw on their memories and 



X Preface 

I am most grateful to them. I believe there is still much useful 
information to be gained by research into the books of local 
savings banks, not only to throw light on the history of these 
institutions, but to learn more of the social habits and economic 
conditions of the people who patronized them. 

The small savings movement is developing so rapidly these 
days that it has been difficult to decide at what point the story 
of the old savings banks could most fittingly be broken off. It 
is difficult yet to see recent events in historical perspective and 
there are so many current problems awaiting solution that any 
month may witness some new change of real significance. The 
story almost fades out at the end of 1944, but may be said to 
cover, however inadequately, the whole of the Second World 
War up to August 1945. 

Those who hold that a historian should be impartial will 
agree that this History should have been entrusted to other 
hands. I readily admit a great admiration for the work the 
Trustee Savings Banks are doing to-day. But I have tried to give 
a fair account of their failures and disappointments as well as 
their successes. The narrative is almost everywhere based on 
original documents. 

I have had much help from the staff of the National Debt 
Office, the Trustee Savings Banks Association, and the Trustee 
Savings Banks Inspection Committee. Sir Leon Simon, C.B., 
then Director of Savings at the Post Office, not only gave me 
access to some of the old reports and papers relating to the 
Post Office Savings Bank, but secured for me at considerable 
trouble the statistics referring to that bank which appear in the 
Appendix. 

It is impossible to name and thank all those throughout 
the country who have volunteered useful information and an- 
swered my questionnaires. But an exception must be made in 
the case of the three gentlemen who read the typescript and 
gave me their detailed criticisms. The late Mr. Thomas Hender- 
son, C.B.E., of Glasgow, who died in March 1945, was one of 
the great figures of the Movement during the present century 
and had exceptional knowledge of savings banks all over the 
world. He had read and sent me his comments on almost the 
whole book before his death. Mr. H. W. S. Francis, C.B., 
O.B.E., until recently Comptroller-General of the National 
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Debt Office, gave me much help and advice, as he is particularly 
well qualified to do, not only because of the close connexion of 
his department with Trustee Savings Banks for over a century 
and a quarter, but on account of his personal interest in the 
banks and in the social history of the period. He also allowed 
me access to official publications, not easy to obtain elsewhere. 
He and his staff took much trouble to furnish and check many 
of the figures which appear in the text and appendices. Mr. W. 
Louis Lawton, C.B.E., the Actuary of the York County Savings 
Bank and for many years Honorary Treasurer of the Trustee 
Savings Banks Association, has a longer active connexion with 
the progress of the whole Trustee Savings Bank Movement than 
anyone else living to-day. No one is more qualified to comment 
on the evolution of savings bank and kindred organizations 
during the twentieth century. If I have satisfied to any degree 
these three friendly critics, 1 can feel that the book may be 
accepted by others as a fair and accurate account of savings bank 
history. I would add my thanks to three former Chairmen of 
the Trustee Savings Banks Association, without whose interest 
the book could scarcely have been produced. 

I have received much encouragement from Sir Spencer 
Portal, now the Association’s President, with whom I was 
privileged to work in close association for many years and 
whose work for the Movement is inadequately mentioned in 
these pages. It was under bis successor, Sir John Chancellor, 
as Chairman of the Association, that the decision to publish 
this History was reached. His keen support gave the project its 
first impetus. Sir George Rainy, who was Chairman from 1938 
until his death in January 1 94.6, showed an equally active interest 
in the projected publication and frequently discussed it with me. 

I have named in the following pages a number of the princi- 
pal figures in the Savings Bank Movement during a century and 
a quarter. But only incidental reference has been made to those 
still in office. The heaviest burden of responsibility in guiding 
the Movement through these war years was shouldered by the 
late Sir George Rainy, Mr. Lawton of York, and Mr. J. R. 
Fiddes of Glasgow. I have little doubt that any member of the 
next generation w^ho looks back on the events of this period will 
record that the Trustee Savings Banks owe as much to them as 
to any of their predecessors. 
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I gratefully acknowledge the work of my secretary, Miss 
Shearer, who has not only deciphered with great ingenuity and 
patience countless sheets of almost illegible manuscript, but has 
done some useful research and compilation of statistics. The 
graphs were prepared by another Aberdeen colleague, Mr. 
A. G. Miller, C.A. 

The work would never have been completed without the 
help and encouragement of my wife, who has suffered not only 
from my absorption in this task during the long war years but 
by having chapters and parts of chapters read over for her 
criticism on very many occasions. 

H. OLIVER HORNE 

ABERDEEN 

July 1946 
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Chapter I 

THE SOCIAL AND ECONOMIC BACKGROUND 

T he great changes which have taken place in recent years 
in the ownership of wealth are often the subject of 
comment. Figures of ‘small savings’ announced over 
the wireless or appearing in the newspapers conjure up sur- 
prising visions of a race of small capitalists. Successive Chan- 
cellors of the Exchequer have elaborated upon the theme 
underlying Mr. Philip Snowden’s assertion in 1930: ‘It is my 
strong hope that more and more of our citizens may become 
partners in the country’s wealth and that the great constructive 
works of the future may be founded not merely on the riches of 
the few but on the savings of all, and that with the passage of 
years the National Savings may become more and more the 
savings of the people.’ It is generally recognized that there is 
to-day in the British Isles a National Savings Movement un- 
rivalled for efficiency, variety and popular appeal. Yet little 
thought or study has been devoted to examining the origin of 
these significant developments. The rapid growth of small 
savings during the last thirty years or so was only possible 
because of the work and devotion of many generations of 
relatively unknown labourers in the field of thrift, whose reward 
at the time often seemed meagre enough. 

In the following pages an attempt is made to trace the history 
of the old savings banks, now popularly known as T rustec Savings 
Banks or, in the more cumbersome phraseology of the law, 
‘Savings Banks certified under the Act of 1863’. 'Fhey were 
pioneers in their work. They started with great enthusiasm 
early in the nineteenth century, as philanthropy’s alternative to 
the Poor Law. Cradled in a Scottish manse, they were soon 
adopted by the State. William Wilberforce, whose words always 
commanded respect, said when the first Savings Bank Bill was 
introduced into the House of Commons in 1817: ‘Whatever 
difference of opinion there might exist as to the Poor Laws, it is 
of all things desirable to countenance and foster so sanative a 
principle as that on which Savings Banks are founded.’ The 
great majority of members agreed, though Mr. Curwen, whose 

B 
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knowledge of the Poor Laws was unrivalled, thought the Bill 
would be ‘a feather in the scale of our difficulties’. With the 
country’s blessing, the movement spread rapidly and achieved 
a spectacular early success. But the State did not always prove 
a considerate foster parent; nor was the conduct of the adopted 
children always beyond reproach. After a period of bickering 
and mutual accusations in the middle of the century, which 
hampered growth, the State, represented by the masterful 
figure of Mr. Gladstone, transferred its affection to a new child, 
the Post Office Savings Bank, expecting, or so it seemed, the 
discarded favourites to succumb to the hard but inevitable 
effects of the natural law of survival of the fittest. Yet the spark 
of vitality in the old banks was by no means extinct and the 
story goes on to tell of their recovery, despite another setback 
at the end of the last century, and their robust and increasingly 
rapid growth in the present century. 

The instinct to save is almost as old as human nature. It 
would be out of place in a history of savings banks to attempt to 
trace the earliest conceptions of thrift or to follow their develop- 
ment through the ages. Organized thrift is a more recent 
development. The craft guilds of the Middle Ages gave expres- 
sion to the need for it by forming charitable funds to which 
members of a craft contributed for their own relief in times of 
sickness, unemployment, and old age, and for the assistance of 
their widows and children. The guilds, however, decayed. Few 
of them had much life left in them by the end of the seventeenth 
century. In some cities their charitable and philanthropic work 
has been continued down to the present day, but their claim to 
represent even small sections of those employed in trade had 
virtually gone by default in the eighteenth century. They 
neither adapted themselves to the changing and expanding 
structure of industrial life, nor did they profess to cater for the 
ordinary labourer. At the height of their power they only 
covered that small but important section of the urban commu- 
nity which by its skill in handicraft could command reasonable 
remuneration and working conditions and a relatively stable 
standard of living. Outside the guilds were the great mass of 
labourers and the workers in unorganized trades, a section of 
the community which was to become larger and more impor- 
tant as the industrial structure of the country changed in the 
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eighteenth century. For these there was no provision for mutual 
self-help. Nor is this surprising, for their meagre wages afforded 
little chance of saving against adversity. When they became 
sick or disabled or unemployed or too old for work they looked 
to private or public charity for relief. The Church and parti- 
cularly the monasteries were the principal relief organizations, 
until in England the Tudors appropriated monastic endowments 
for other purposes. Then the State had to improvise a poor law 
to fill the gaps and only in Scotland did specieil collections at the 
church door remain the chief source of relief until early in the 
nineteenth century. 

The transference of the responsibility for relieving the destitute 
from private -charity to a poor rate assessed by local over- 
seers, brought about by the Elizabethan Poor Law, although it 
did little at the time to improve the lot of the labourer, brought 
the whole subject of poverty and its cure to the fore. Public 
opinion was satisfied so long as the poor rate was used to relieve 
the sick, the aged, the children and the disabled. But the 
problem of unemployment and vagrancy was becoming more 
insistent. Neither the Cromwellian Parliaments nor those after 
the Restoration were disposed to be sympathetic to those out of 
work. The philosopher, John Locke, was among those who at 
the end of the seventeenth century came to the conclusion that 
the increase of poverty was due to relaxation of discipline and 
corruption of manners. The doctrine of self-help began to be 
preached and soon found a vigorous and able exponent in 
Daniel Defoe. This stem individualist, who believed that the 
poor should work out their own salvation without any benevo- 
lent assistance from the State, found favour with Parliament at 
the beginning of the eighteenth century when he effectively 
killed proposals which were on foot for establishing houses of 
employment for the poor.* His criticism was not purely destruc- 
tive, for in 1697 in the course of his Essay on Projects he had 
advocated the formation of a ‘Pension Office’, which labouring 
people should join on paying an entrance fee of sixpence and a 
subscription of a shilling a quarter. 

Defoe has sometimes been referred to as the real originator 
in this country of the idea of savings banks. It is true that he 
strongly advocated provident habits and suggested various 
’ Defoe, Giv^ Alms no Charity, 1705. 
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methods by which these might be encouraged. But his Pension 
Office was a conception of compulsory insurance rather than 
of a savings bank. Labouring people not over 50 years of age 
(beggars and soldiers excepted) were to be obliged to contri- 
bute, so that, if they met with sickness or accident or were 
disabled or reduced to extreme poverty, they could claim relief 
from the fund which they had jointly built up, instead of having 
to ask support from the community. Giving alms was no 
charity and only tended to increase vice and idleness. A 
Pension Office would encourage independence and ‘for ever 
banish beggary and poverty out of the kingdom’. He had little 
faith in human nature and would not even give pensions to the 
sick or aged unless visibly disabled, but would maintain them in 
a hospital supported by the Pension Fund, as a safeguard against 
imposition. Clearly this was to be no savings bank. But although 
Defoe’s practical proposals can hardly be said to have borne the 
slightest resemblance to the savings banks of over a century 
later, he had a clear vision of the theory of saving for a rainy day. 
‘That all persons in the time of their health and youth, while 
they are able to work and spare it, should lay up some small 
inconsiderable part of their gettings as a deposit in safe hahds, 
to lie as a store in bank to relieve them, if by age or accident 
they come to be disabled or incapable to provide for them- 
selves.’ 

Defoe had no opinion of the future of life insurance but 
commended friendly societies. Indeed the whole idea of his 
Pension Office arose out of his meditations on the possible 
extension of friendly societies. There were a few such societies 
in existence before his time, but they were by no means wide- 
spread. The Incorporation of Garters of Leith dates from 1555 
and the General Sea Box at Borrowstouiiness from 1659. The 
thrifty Huguenots, too, started similar contributory funds at the 
end of the seventeenth century. This form of thrift, which was 
probably influenced by the craft guilds, though of independent 
origin, made rapid progress in the eighteenth century. Meeting 
at the nearest ‘house of call’ to have a chat over a mug of ale, 
the members of a trade responded readily to suggestions of a 
small weekly contribution to help each other when sick or in old 
age or to provide the funds necessary to avoid the stigma of a 
pauper’s funeral. Some of these associations developed into 
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friendly societies, others into trade unions. One of their com- 
monest features was the box with three locks in which the 
cash or securities were kept, the three keys being entrusted to 
different officials. This device for ensuring that one dishonest 
official could not tamper with a society’s cash was sensible 
enough at a time when banking was litde developed. It was 
adopted by many of the early savings banks, particularly in 
Scotland. 

Generally speaking, the friendly society movement was wel- 
comed and encouraged by those in authority, but it was not 
until 1 793 that it received official recognition. In that year the 
Rt. Hon. George Rose, of whom more will be told later, secured 
the passage of an Act giving friendly societies certain privileges. 
It was one of various measures designed to prevent the growth 
of the poor rate. This statutory recognition resulted in a huge 
increase of membership from 50,000 in 1793 to 704,000 in 1805, 
an increase which was stimulated by the drastic laws against 
purely trade combinations of workpeople in 1799-1800. The 
Friendly Society or Box Club became a feature of every com- 
munity of any size. Although the early friendly societies were 
often unsound financially and various abuses sometimes be- 
came associated with their methods of conducting business, 
the contribution of this spontaneous democratic movement to 
the growth of thrift can hardly be exaggerated . F riendly societies 
showed that sweeping allegations about the lack of providence 
of the labouring classes were very wide of the mark and that, 
given reasonable opportunities for thrift, the desire for indepen- 
dence, which has always been an important element in national 
character, would assert itself. 

Rose’s Act was one of many proofs that self-help had again 
become a guiding principle in the last quarter of the eighteenth 
century. The overwhelming influence of Adam Smith bore 
strongly in its support. ‘We are all your pupils’, said Pitt. Adam 
Smith took a broad and humanitarian view of the conditions of 
the time. He was a philosopher before he was an economist. 
Justice and prosperity would come through freedom. Freedom 
implied not only the removal of artificial impediments to trade 
but the liberty of the individual to develop his own personality 
and work out his own salvation. Self-interest was the strongest 
driving force towards man’s economic goal, but there was also 
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a desire implanted in the human breast of bettering its condi- 
tion. This teaching naturally tended to encourage the growth 
of organizations designed to safeguard the individual's freedom 
from dependence on others. So we find at the end of the century 
not only the growth of friendly societies but the growth of life 
assurance, the formulation of annuity schemes, the germs of the 
Building Society and Co-operative Movements, and the foun- 
dation of the first simple savings banks. 

An interesting annuity scheme was propounded by Dr. 
Richard Price and Mr. Baron Maseres in 1772. Dr. Price, who 
is chiefly remembered to-day as the object of Burke’s wrath for 
his Old Jewry sermon on the Frendi Revolution, was known 
in his day as the leading statistician of his time. Condorcet 
regarded him as one of the formative minds of the century, Pitt 
is said to have been influenced by him in re-establishing the 
Sinking Fund for the National Debt. Dr. Price staggered a 
public unused to juggling with figures by the statement that a 
penny put out at compound interest at 5 per cent, at the birth 
of Christ would by his time be equal to the value of several 
globes of gold of the dimensions of the terrestrial globe. Between 
1769 and 1773 he was engaged in studying the expectation of 
lives and the proper method of calculating the value of contin- 
gent reversions. He saw that many insurance and friendly 
societies promised benefits based on most inadequate calcula- 
tions and, with the aid of Baron Maseres, he propounded an 
elaborate scheme of contributory old-age pensions. ‘This cold 
moralist’, sa>s Mr. Brailsford,* ‘who despised the emotional 
aspects of human nature and found no place for the affections 
in his scheme of the virtues, lapsed into passion when he attacked 
the National Debt and developed an arithmetical enthusiasm 
when he explained his plan for providing through voluntary 
insurances for the old age of the worthy poor.’ This scheme was 
later embodied in a Bill introduced into the House of Commons 
by Mr. Dowdeswell in 1773. The Bill passed through the Com- 
mons only to be rejected in the Lords. Its interest in relation to 
the history of organized thrift lies not so much in its specific 
proposals as in the indication it affords that the question of 
saving by the working classes was again becoming a subject of 
political discussion. The preamble of the Bill might, indeed, 

* Brailsford, Shelley y Godwin and their Circle* 
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have been written by any of the savings bank pioneers of thirty 
or forty years later. 

‘Whereas it often happens that persons engaged as journeymen in 
manufactures and handicraft trades and likewise household servants, 
labourers and divers other persons get more money as the wages of 
their labour and service than is sufficient for their present main- 
tenance and might easily, if they were so minded, lay by, out of 
their said gettings, a sufficient sum to provide for their old age. 

‘And whereas it would be highly useful both to the said persons 
and to the nation in general that they should endeavour to make 
such provision for their support in the latter period of their lives, as 
they would thereby become more sober and virtuous in their ordi- 
nary course of life, and more industrious in the prosecution of their 
several callings and employments, which would tend to the increase 
of the riches and manufactures of this kingdom. 

‘And whereas it is probable that many of the said persons might be 
induced to lay up some part of their earnings in their youth and 
middle age, in order to make such provision for their old age, if con- 
venient opportunity were offered them, of employing the money 
they should lay up in a safe and advantageous manner. . . .* 

The scheme was to be based on the parish and its adoption 
was dependent on the approval of a majority of ratepayers. 
The annuitants were to be offered the security of the rates 
should their contributions prove inadequate to produce the 
promised annuities. 

The minimum sum which would be received for an annuity 
was a fact which would certainly have limited its appeal to 
labourers, even though purchasers were assured by the pro- 
moters of the scheme that they would get 9 or lo per cent, on 
their money if they ^\raited five years and 30 or 40 per cent, if 
they waited twenty-five or thirty years. Sir Frederick Eden’s 
criticism (1796) of this proposal for voluntary annuities 21s a 
palliative, if not a cure, of poverty, was fair enough and 
reflected the widespread hope tihat the friendly societies, whose 
activities he had observed in nearly every parish, would 
eventually meet all reasonable needs for working-class thrift. 

‘1 confess that the scheme, however well calculated for the benefit 
of the small tradesman, does not appear to be well contrived to assist 
the labouring poor. There are few persons in that sphere of life, with 
families, who could possibly accumulate ;^io from their earnings in 
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less than two years; and to the man who receives a shilling or eigh- 
teen pence a day, the temptation which that sum, accumulating in 
his drawer, would present, would be so great that we must suppose 
him to possess an uncommon degree of self-denial to wait till it 
amounted to the sum requisite to purchase the parish annuity. 
Friendly Societies are in every respect better calculated to attract 
the notice of the industrious labourer. They offer him the gratifica- 
tion of spending a social hour with his neighbours once a month and 
of securing him a decent allowance in any future sickness, for a sum 
which seldom exceeds 3^. a week. This is so trifling a deduction 
from his weekly earnings that I am convinced no member of a box- 
club has ever been sensible of any diminution in his domestic com- 
forts from paying it. A Friendly Society which required one annual 
payment of 10/- or 12/- would have few subscribers.’* 

In 1786 Mr. Acland tried to meet the objections to the 
Maseres plan by suggesting small compulsory weekly contribu- 
tions to a national club which would guarantee fixed weekly 
benefits in sickness and old age — a sort of State Friendly 
Society. The subscriptions were to be 2rf. a week for men and 
I \d, for women and were to be compulsory for all between 2 1 
and 30 years of age who were not incapacitated or married with 
families. To add to the Fund’s income, 3(^10 freeholders or 
leaseholders were to contribute up to 2s. a week. With the 
expert statistical aid of Dr. Price, an elaborate scale of benefits 
was propounded, but, although the scheme had a favourable 
reception when it came before the Commons in 1 789, it suffered 
the same fate as the Maseres-Price plan at the hands of the 
House of Lords. A rather similar compulsory scheme was 
advocated by Mr. Townsend in 1787, but he wanted to vary 
contributions and benefits according to a man’s income. 
Although none of these plans came to anything, they showed 
the prevalent desire to encourage working-class thrift. But the 
idea of a bank for small savings, that a man should be free to 
withdraw as well as deposit his savings at his own discretion in 
his own bank, was a conception of the next generation. 

Banking, after all, was only beginning to be popular as a 
method of saving money rather than of financing trade or 
paying the Government’s debts. The Bank of England had 
been started in 1694, followed by the Bank of Scotland in 1695. 

* Eden, The State of the Poor, 
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Throughout the eighteenth century the elements of a sound 
banking system for the country were being worked out by the 
usual process of trial and error. Scotland, after the staggering 
blow of the Darien Company’s failure, made a steady recovery. 
The Royal Bank became a worthy competitor of the 'Old Bank* 
in 1727 and these two chartered banks, despite occasional 
fluctuations of fortune, soon reached almost unassailable posi- 
tions. Although they did not cater for the working classes and 
would not accept deposits of less than £ 10 ^ they did much to 
encourage the small trader and shopkeeper by the issue of notes 
of small denomination, which helped to overcome the currency 
difficulties in the less populous districts, and by the system of 
cash credits under which advances were made to people of 
small capital who could obtain two or three reputable sureties. 
Moreover, the Scottish banks accepted money on deposit at 
interest from early in the eighteenth century, whereas in England 
interest was not as a rule allowed on bank deposits until well on 
in the nineteenth century. This fact was later to account for the 
different development of savings banks in England and Scot- 
land. The English savings banks had to find means of investing 
their funds at interest outside the banking system, as they could 
not obtain suitable facilities from the banking community. In 
Scotland by the beginning of the nineteenth century it was 
possible to deposit savings bank funds with the Scottish banks at 
5 per cent, interest and there was consequently less disposition 
on the part of the Scottish pioneers to ask favours from the State, 

By the beginning of the nineteenth century the two Scottish 
chartered banks had been joined by the Banking Company 
in Aberdeen (1749), the British Linen Company, which began 
banking operations in 1746, and a number of other substan- 
tial private companies of which two, now amalgamated with 
the Union Bank of Scotland, were prominent. Sir William 
Forbes, James Hunter & Co., and the Thistle Bank of Glasgow. 
The opening of the Commercial Bank of Scotland in 1810 
inaugurated a new wave of activity, particularly through the 
opening of branch banks. By this time deposit banking at 
interest was thoroughly familiar to people in Scotland and the 
extension of this idea to sums of less than ^^lo would seem a 
natural enough development. 

In England, however, banking had evolved on different lines. 
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The Bank of England had obtained a privileged position as a 
result of its loans to the Government. The National Debt really 
originated with the loan of 1,200,000 by the Bank to the State 
in 1694 at 8 per cent, interest. The South Sea Company, which 
might have become a competitor in the raising of loans for 
public purposes, failed disastrously in 1720. But as far as 
banking was concerned, the Bank of England was protected 
after 1 708 by an Act which prevented any other corporation or 
partnership of persons exceeding six from undertaking banking 
business in England. This embargo on joint-stock banking was 
not removed till 1826. With the industrial developments in the 
second half of the eighteenth century, the provinces began to 
find a need for local banking facilities. These had to be met by 
small private banks which did not infringe the Bank of Eng- 
land’s privilege. They were often conducted as a side-line to a 
prosperous merchant’s business. During and after the American 
War private banks sprang up in considerable numbers. But, 
like the Bank of England, they were mainly concerned with 
industrial development or with providing finance for farming 
and land development and made little attempt to cater for the 
man of small means who wished a safe home for his savings. 
They acted as banks of remittance, thus keeping the provinces 
in touch with London; they discounted bills; and they advanced 
money to meet local development, a profitable though hazar- 
dous business. It was only too easy to do this so long as there 
was no restriction on the issue of local notes and it was not until 
1775-7 that Parliament began to restrict the printing of small 
notes. Indeed, many of the private banks were built on sand 
and at the first serious commercial crisis they fell in great 
numbers. Twenty-two failed in 1793. Over 700 were started 
between 1797 and 1814. One-third of diem had stopped pay- 
ment by 1815. Clearly there was here no safe place of deposit 
for small savings, even had the private banks been willing to 
receive them. The starting of savings banks in England was, 
therefore, much more of an innovation in the sphere of banking 
than in Scotland. Entirely new macliinery had to be devised. 

The failure of the private banks, in turn, caused no little 
embarrassment to the Bank of England, which became faced 
with large drains on its gold reserve. When this factor was 
combined in 1797 widi fears of invasion, rise of prices, and 
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abnormal war expenditure, only a small proportion of which 
was being met out of taxation, the Bank had to suspend cash 
payments. The gold and bullion were almost exhausted and 
Britain went off the gold standard for nearly a quarter of a 
century. T certainly did think the nation was ruined beyond 
redemption’, wrote Sir William Forbes of Pitsligo, the Edin- 
burgh banker, when he heard the news. Actually the nation 
was approaching an era of great expansion and increasing 
wealth, but the immediate future went far to justify these 
gloomy forebodings. The period of suspension from 1797 to 
1821 was not only a period of acute financial stress, but was to 
many wage-earners a time of almost unparalleled hardship and 
distress. Yet these years of poverty and crisis were the very 
years in which the movement to start savings banks was born. 

The explanation of this paradox may be that when distress 
reaches a certain intensity it forces people to probe more closely 
into the problems of poverty and to welcome any new proposal 
which seems to hold out hope of some alleviation. Sir Frederick 
Eden’s survey of the ‘State of the Poor’ in 1796 had thrown 
light on the conditions in which many were then existing. In 
December of the same year a new Society was started in London 
under the patronage of the king to study ‘everything which 
concerns the comforts of the poor and everything by which 
their comforts can be increased’. Its name was the Society for 
Bettering the Condition and Increasing the Comforts of the 
Poor and it set out ‘to collect information respecting the circum- 
stances and situation of the poor and the most effective means 
of meliorating their condition’. 

This society did valuable work in studying and spreading 
knowledge of practical proposals for relieving poverty and 
removing some of the causes of distress. The important part it 
played in connexion with the start of savings banks is referred 
to later. Its activities were undoubtedly a sign of the times. 

Similar societies were established about this time in other big 
cities. The new search for economic truth, started by Adam 
Smith and continued by Malthus, Ricardo, and others, no 
doubt influenced their formation, but a stronger reason was the 
wave of humanitarianism and philanthropy which characterized 
the end of the eighteenth and the beginning of the nineteenth 
centuries. It is true that the philanthropy of the time often 
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expressed itself in a patronizing tone which jars on modem ears 
and that the consistency of some of its prominent exponents has 
been called in question. Wilberforce, the liberator of slaves and 
one of the founders of the Society for Bettering the Condition of 
the Poor, was strangely blind to many of the grievances of the 
workers in his own country; George Rose, the enthusiast for 
friendly societies and savings banks, was a notorious sinecurist 
and a supporter of the full rigour of the Combination Laws. It 
would be futile to attempt to generalize about the motives of the 
thousands of men and women of the ruling classes or learned 
professions who were working for the reform of various abuses 
and the alleviation of distress. Some doubtless believed that the 
division of rich and poor was a divine dispensation of Provi- 
dence, a few may have feared revolution or had an exaggerated 
notion of the danger of interfering with the free play of economic 
laws. Yet the early years of the savings bank movement prove 
beyond doubt that there were large numbers of kind-hearted 
people who, however imperfectly they understood their Adam 
Smith or the changes through which they were living, were 
genuinely anxious to ‘better the condition of the poor’. The 
idea of savings banks, guaranteed and largely conducted by 
voluntary trustees and managers, appealed to them as a prac- 
tical step in the right direction and gave them an opportunity 
of showing their sympathy. It was in line with the prevailing 
philosophy of self-help. It held out hope of a reduction of 
poverty with the minimum of State interference. Those who 
actively supported this semi-philanthropic innovation could 
expect no benefit for themselves, for any early reduction of the 
poor rate by this means could hardly be expected by the most 
optimistic. On the other hand, they were entering into im- 
mediate commitments for regular huiiuiaiy duties and shoul- 
dering what might become a substantial financial liability in 
order to give tliose less fortunate than themselves opportunities 
for advancement, security, and independence. There is no 
reason to think that the movement was not as disinterested as it 
was spontaneous. The savings bank pioneers may justly claim 
an honoured place beside philanthropists like Sir Samuel 
Romilly, Sir Robert Peel the elder, Elizabeth Fry, Samuel 
Whitbread, and William Wilberforce, who were striving at this 
time to promote other much needed reforms. A contemporary 
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reference in the Sheffield Mercury (5 December 1818) shows how 
at the time the savings banks were linked together in people’s 
minds with other philanthropic and humanitarian movements: 

‘We consider the establishment of these Banks [Savings Banks] as 
one of the great improvements which distinguish modern times; and 
this, whether they are viewed in a moral or political light. As the 
practice of vaccination bids fair to eradicate the most loathsome and 
destructive diseases from the earth; — as the establishment of Houses 
of Recovery are likely in time to extinguish the infection of fever in 
our cities and large towns; — as the institution of the Bible Society 
tends to eradicate error and ignorance from the world; — so the 
establishment of Savings Banks may ultimately tend to banish pov- 
erty and wretchedness from society. We mention these four things, 
because we consider them as likely to effect considerable improve- 
ments in the state of the world, and we cannot help feeling proud in 
the reflection, that they all owe their origin to the genius, wisdom 
and philanthropy of our country. At some remote age, when the 
historian of England is relating the glories and exploits of the eigh- 
teenth century, he will dwell with peculiar pleasure on the origin of 
those improvements, which are probably destined to effect important 
changes in the condition of the human race, and which indeed will 
reflect higher honour on our island than the most brilliant successes, 
on sea or on shore.’ 

What was the general picture which emerged from the inves- 
tigation of Eden and Bernard and others like Colquhoun* and 
Gobbett,^ who were beginning to study social conditions? It 
was of a complex society in which some of the members were 
being depressed by rising prices to a condition verging on 
starvation, while others were earning higher wages than ever 
before owing to shortage of labour; in which some were gaining, 
others losing, by the advent of the machine industries; in which 
growing wealth was accompanied by growing expenditure on 
the Poor Law. 

The poor rate was the barometer. It was watched closely, 
for its rise both affected the pockets of the wealthy and aroused 
the concern and sympathy of the philanthropic. The cost of poor 
relief in England between 1783 and 1785 averaged under £2 
millions a year. By 1813 it was over millions and soon after 
the Napoleonic Wars it rose to the then fantastic and disturbing 
figure of millions. By 1815 it was estimated that one in eight 
* Sec pp. 30“33- * See p. 75 . 
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of the population of the country was supported wholly or partly 
from the poor rate. The rates rose to over 20s. in the pound 
in some manufacturing parishes. No wonder Mr. Gurwen 
regarded the establishment of savings banks as ‘a feather in the 
scale of our difficulties’. 

With distress on this scale it was obvious that in very many 
families there was no margin for saving. But conditions varied 
greatly between one part of the country and another, between 
one trade and another, and from one year to another. The 
member of the community who was hardest hit during these 
years was the village labourer. The acceleration of inclosure of 
open fields and commons and waste land was eliminating the 
small freeholders and independent peasantry from a large part 
of England in favour of the tenant farmer. The agricultural 
labourer no longer had his plot of ground, his cow or pig and 
his rights on the common. The home industries, such as wool 
spinning, which had given employment and much needed 
additional income to his wife and children, were dying with 
the growth of the new machine industries. There is litde doubt 
that in parts of England during and after the Napoleonic Wars 
the labourer and his family had barely enough to keep them 
alive on the most meagre diet and often in the most squalid 
conditions. The low standard of living of crofters and others 
in Scotland and Ireland was well known, but they probably 
suffered less from fluctuations in prices. 

The main cause of the trouble in England was the sensational 
rise in the price of wheat, the basis of the staple diet. The 
average price of wheat for the five years from 1 786 to 1 790 was 
47^. a quarter. By 1810 it had risen to io6j. 5^. and by 1815 
to 126s. 6d. It has been conservatively estimated that the cost 
of living of a working-class family was half as much again in 
1815 as in 1790; labourers’ wages had not increased by more 
than 20 per cent, in the same period. This steady deterioration 
in ihe labourer’s lot forced the local magistrates to step in and 
subsidize wages from the rates in order to keep those with large 
families from actual starvation. The ‘bread scale’, associated in 
history with the magistrates of Speenhamland in Berkshire, who 
put it into practice in 1795, ‘did not originate the practice of 
allowance in aid of wages; it merely systematised a practice 
which, because it was becoming widespread, needed to be 
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conducted on some regular plan’.* The Speenhamland system, 
intended to save the depressed labourer from unbearable addi- 
tions to his misfortunes, actually made his position considerably 
worse by keeping down the level of wages and forcing him into 
an ignominious position of dependence on the local overseer. It 
undoubtedly helped to tide over the worst period of disor- 
ganization due to the war, the rise in prices, and the industrial 
revolution, but it held out no hope to the wage-earner beyond 
an indefinite maintenance of himself and his family at a bare 
subsistence level. As Malthus justly remarked: ‘Though it may 
have alleviated a little the intensity of individual misfortune, it 
has spread the evil over a much larger surface.’ Another result 
of the system was that ‘it actually proscribed independence and 
punished the labourer who owned some small property’.^ The 
Poor Law Commission of 1834 quoted cases in which labourers 
with savings found that they could not obtain work, because 
their savings made them ineligible for parish relief. The farmers 
would give preference to those who were a charge on the rates, 
as the burden of rates would thereby be lessened. One instance 
is quoted of a man in Cambridgeshire who was advised to spend 
his money at the public house and that ‘then he would get work’. 
The small farmers and cottage proprietors who helped to pay 
the swollen rates received no benefit, for they employed no 
hired labour. Many of them were unable to shoulder the new 
burden and lost their independent status. 

Although the cost of living began to fall rapidly again during 
the years after 1815,2 in which savings banks were spreading 
over the country, the labourer’s condition remained depressed. 
Had the early savings banks relied mainly on deposits from this 
source, it is very unlikely that the movement would have made 
much headway for another generation. For the situation did 
not improve materially until the Commissioners who adminis- 
tered the Poor Law Act of 1834 performed the painful but 
necessary operation of stopping rate subsidies to wages. Yet 

* C. R. Fay, Great Britain from Adam Smith to the Present Day, 

2 J. L. and Barbara Hammond, The Village Labourer, 

3 The fall in the cost of living actually began the year before. According 
to Silberling’s index, the figure in 1813 was 187 on the basis of 100 in 1790. 
During the next three years it fell to 176, 150, and 135 and by 182a was back 
at 100, though it did not stay there for long. 
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savings banks were started in some agricultural parishes immedi- 
ately after the defeat of Napoleon and met with some support. 
Much of this support doubtless came from other residents in the 
parish, domestic servants, village craftsmen and shopkeepers 
(unfortunately few records of these early banks survive) ; but, in 
so far as the labourers and their families were depositors, there 
are a number of possible explanations. The unmarried labourer 
was rather better off than the married and might be in a position 
to save something towards his marriage. Home industries, 
though rapidly dying, still afforded means in some districts for 
the wife and children to supplement the husband’s earnings. 
Some employers took a more human interest in their workers 
than others and encouraged them to keep a pig or cow or provided 
allotments or gave them various additions in kind to their 
money wages. 

Moreover, the Speenhamland system was not put into opera- 
tion all over the country. It never extended to the northern 
counties of England or to Scotland. Scotland was still a poorer 
country than England and wages were, if anything, lower; but 
during this period the Scottish farm worker was probably 
better ofl' than his counterpart in southern and eastern England. 
If he did not live in the farmer’s house, he often fed at his table. 
His wages might only be ^6 to ^8 a year, but he could probably 
reckon on a house and a few extras such as ‘six bolls of meal and 
ground for potatoes’ or ‘a lippie of lint ground’. It is recorded 
from Inverness-shire that a cottar with not more than ^ year 
plus house and garden and a cow was able to bring up a family 
of nine without public aid. The north-country labourer was 
accustomed to eat oats instead of wheat and so escaped the 
violent fluctuations of price suffered by the southerner, who 
insisted on his white bread. It wab customary in many parts 
of Scotland to pay wages half-yearly at the Whitsunday and 
Martinmas Terms and this made the wage-earner welcome a 
safe place of deposit. These are some of the factors which 
explain why in Scotland savings banks made their first appear- 
ance in the country parishes, whereas in England the movement 
started mainly in the towns. 

What scope was there for saving among tlie ‘industrious 
classes' in the cities and towns? Few of those towns yet had 
machine industries on a large scale and there was not an indus- 
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trial proletariat of the type which became familiar in the 
Victorian age. Even as late as 1831 half the population of the 
country was still living under rural conditions, though the towns 
were growing apace. The typical town worker was still the 
handloom weaver, the journeyman tailor, the cobbler, the 
wright, the joiner, the mason, the compositor, the clerk and, in 
many places, the dyer and woolcomber. Power-machine opera- 
tives and factory workers were still confined to a few localities, 
mainly in the cotton districts. Mining was still more localized. 
Shopkeepers were increasing in numbers and a large number 
of people of both sexes earned a living as domestic servants. 
The towns were growing fast. Many who had given up agricul- 
tural pursuits drifted to them in search of employment and 
better wages. There was a considerable immigration from 
Ireland. After the war the discharged soldiers added to the 
labour problems. The towns, in fact, had to absorb and sustain 
a rapidly increasing population. The population of the United 
Kingdom had increased from about 14,000,000 in 1790 to 
19,000,000 in 1815. In England and Wales alone the increase 
between 181 1 and 1821 was nearly 2,000,000 — a rate of growth 
which has never been equalled. This unprecedented increase 
caused more alarm to the disciples of Malthus than did the 
spectacle of the deserted village. It was often attributed at the 
time to the effects of a lax Poor Law in encouraging early and 
improvident marriages, but is now recognized to have been 
mainly the result of a marked decline in the death-rate due to 
improved sanitation and advances in medical knowledge and 
skill. The growth of the towns was most noticeable in the north 
of England and the Midlands. In these towns a relatively small 
class of capitalist entrepreneurs was becoming increasingly 
divided from the mass of wage earners. 

In these changing conditions it is difficult to give any clear 
picture of the wages prevalent in the towns. There were con- 
siderable variations between one town and another and wages 
were usually higher in London than in the provinces. Francis 
Place, tailor and organizer of Parliamentary Reform, says that 
the skilled London craftsman received 22s, a week in 1 793, 33J. in 
1810, and 36^. in 1813, maintaining the latter figure till 1832 
despite the fall in the cost of living.^ The London compositor 
* Quoted in Cole and Postgate, The Common People, 
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might receive as much as 485*. a week. In the provinces skilled 
craftsmen’s wages ranged for the most part between and 
30J. a week and some of the factory workers received as much 
as this. In the factory districts the employment of young chil- 
dren often added to the household income at the expense of the 
children’s health. Compared with the village labourer’s meagre 
9^. to I2J. 6rf. a week, many urban workers had some margin for 
saving, provided employment was steady and the cost of living 
kept within reasonable bounds. There were, of course, notable 
exceptions. The decline of the handloom weaver was just 
beginning to set in and during the next twenty years or so his 
lot became progressively worse, until he had sunk almost below 
the level of the village labourer. There were also years when 
conditions in the towns were little if any better than conditions 
in the country. In 1819, for instance, the weavers of Carlisle 
petitioned the House of Commons, stating that on working from 
fourteen to seventeen hours a day for six days their earnings did 
not amount to more than 55. or 7^. In 1816, when savings banks 
were making a tentative start in London, the Corporation of 
London stated in the course of a similar petition that ‘the distress 
and misery which for so many years has been progressively 
accumulating has at length become insupportable’. According 
to Brougham, in the years 1816-17 only two out of nine in the 
clothing industry and a third of the Birmingham iron trade had 
work. Wages in the cotton industry were down to 4^, 3jrf. as 
against 13J'. lod. in 1802. 

This period has been studied exhaustively by social and 
economic historians and only a rapid survey is possible here. 
Some glimpses of the economic background are necessary if one 
is to gauge the success of the early savings banks. There were 
obviously large numbers of families tu whuni the saving even of 
the ‘trifling deduction’ of threepence a week for the friendly 
society was barely possible. On the other hand, there was a 
margin for saving out of wages in the case of most artisans, 
apprentices, and domestic servants; those small tradesmen who 
had a little put by would welcome a safe place for its custody, 
as would widows left with a modest capital sum and the thrifty 
housewife. There was undoubtedly a good deal of hoarded 
money in the country, lying in unsafe places in the homes of the 
people and, of course, earning no interest. The time was cer- 
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tainly ripe for a practical encouragement of saving. The re- 
sponse to the first practical steps will be examined later. 

One other adverse factor must be mentioned. These were 
years of political and economic ferment. The voice of discontent 
was heard more loudly at some times than others. The frame- 
breaking riots of 1811-12 were ominous. The war had not been 
popular with the masses. ‘Orator* Hunt had denounced it as a 
‘long, bloody and unnecessary war against the liberty of English- 
men and all mankind*. The National Debt had risen from 
3(^130 millions in 1760 to £850 millions in 1815, and those who 
lived on the interest were almost as much tlie target of popular 
criticism as were the sinecurists whose number, though reduced, 
was still considerable. The cry for parliamentary reform was 
growing and more radical suggestions for a reconstruction of 
society were being fanned by revolutionary breezes from across 
the Channel. The suspension of the Habeas Corpus Act in 1817 
showed the Government’s ner vousness and this was followed by 
Sidmouth’s Six Acts two years later which, according to Sir 
James Mackintosh, amounted to an almost complete suspension 
of the Constitution. The outbreaks of popular feeling were 
spasmodic and unorganized and the reformers themselves were 
at loggerheads. William Cobbett, the brilliant propagandist, 
quarrelled with Sir Francis Burdett, the Parliamentary Reform 
leader. Both laughed at the Spencean land reformers and the 
Owenite brand of industrial socialism. Panaceas were two a 
penny. 

This state of affairs doubtless inclined those in authority to 
support practical proposals which would give the discontented 
workers a greater stake in the country. But the agitation, 
particularly when it was handled with the vigour and brilliance 
of a master-band like Cobbett,^ caused suspicion of any plans 
for the benefit of the working classes which were promoted by 
the landed gentry, employers, and politicians. The extent of 
this distrust is difficult to gauge, but it seems likely that it 
deterred a good many of the town labourers from patronizing 
the new savings banks in their early years. Class consciousness 
was not yet widespread, but it was rapidly increasing, as the 
workers flocked to the new towns and began to feel the full 
effect of a laisser-faire industrialism. 

* Sec Chapter V. 
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These facts emphasize some of the difficulties with which a 
movement to start savings banks had to contend between i8io 
and 1820 — ^low wages, high prices, growing discontent, and 
suspicion. Yet there were those who saw that, despite all these 
factors, the time was ripe for the launching of such a venture and 
that the response was likely to justify the labour and expense. 



Chapter II 

EARLY EXPERIMENTS AND THEORIES 


A CHANGE of attitude to the working man and his savings 
began to emerge at the very end of the eighteenth 
L century. The would-be reformers of the previous hun- 
dred years from Defoe to Price, Maseres, Acland, Townsend, 
Eden, and others had hoped to advance along the paths being 
experimentally trodden by friendly societies, paths which they 
hoped to broaden by the addition of some State-supported 
scheme of deferred annuities. The idea of the labouring man 
or woman having a bank account on which to operate at will 
was not seriously contemplated. Banking, after all, in anything 
like its modern sense, was only beginning to be regarded as 
essential by the well-to-do. It needed a bold adjustment of 
thought to see that it was also needed by the poorly paid worker. 

There was clearly little margin for saving on a shilling a day 
or even twice that amount. Yet it was common knowledge that 
money w as saved even in working-class homes. Reports of 
robberies in small cottages were not infrequent and a man with 
a little hoard sometimes lost his life as well as his property in 
days when small houses offered little protection against intru- 
ders, and the police system w^as badly organized and inefficient. 
The predicament of the working man of a thrifty disposition 
was put in this way by a writer in the early nineteenth cen- 
niry: 

‘The labouring man can make no profit on money retained. He 
also lies under many chances of being able co preserve it. The coarse 
and imperfect means of shutting his house or any receptacle which 
it may contain exposes his little treasure to the hand even of a clumsy 
depredator. Accordingly w^e find that persons in the lower situation 
of life who acquire a reputation for the possession of hoards are almost 
always robbed. If they arc disposed to lend the fruit of their industry 
and frugality, their limited experience of mankind makes them yield 
to the man who takes most pains to persuade them; and that is often 
the man who never means to pay them again, and who has therefore 
tlie strongest motive to take the measures necessary for gaining their 
confidence.’ 
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But in spite of the risks and the obvious lack of encourage- 
. ment the desire to save persisted. The tradition of the stocking, 
the mattress, the hiding place under the floor or in the chimney 
was firmly established. The need for some safe depository for 
such savings seems, however, to have been obscured for a time 
by a widespread belief amongst the governing classes that the 
poor as a whole were poor because of their improvidence, that 
they were incapable of looking after their own affairs and, if 
they had more money, would sooner or later squander it. Some 
went further and thought that there was a real danger of making 
the working classes too independent at a time when all sorts of 
revolutionary notions were about. The poor must be kept in 
their place. 

It was therefore necessary to instil into people, particularly 
those in authority, a different idea of the dignity of labour and 
the potentialities of the individual. The squire and tlie parson, 
the industrialists and the professional men were not likely to be 
swayed by new political theories as to the rights of man. The 
views on the equality of man and the evils of extremes of wealth 
and poverty propounded by Tom Paine and Godwin, Coleridge 
and Southey, so far as they came to their notice, were dismissed 
as the wild and perhaps dangerous theories of impractical ideal- 
ists. It was another matter when a man of the social standing 
of Sir Thomas Bernard urged them to study every practical 
means of relieving or abolishing poverty. 

Bernard was the leading personality in the Society for 
Bettering the Condition of the Poor, the establishment of which 
in 1 796 has already been mentioned. He was a retired barrister 
with an outstanding record of charitable and philanthropic 
work. The Foundling Hospital, the School for the Indigent 
Blind, and the London Fever Institution all owed much to his 
labours. He took practical steps to improve education and 
health, encouraged the provision of allotments, interested him- 
self in the conditions of employment of apprentice chimney 
sweeps, founded an Association for the Relief of the Manufac- 
turing Poor (1813). Perhaps his most valuable activity was the 
editing of a series of excellent and informative Reports on 
behalf of the Society for Bettering the Condition of the Poor. 
These Reports had a very wide circulation and helped to spread 
knowledge of eveiy^ new practical scheme for reducing poverty 
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which the social reformers of his day were trying out in any part 
of the British Isles — improved constitutions for friendly societies, 
village shops for supplying necessaries at cheap prices, work- 
shops for the unemployed, model workhouses, educational re- 
forms. ‘The poor have never had a fair trial’, he wrote. ‘Let 
useful and practical information be offered to them; give them 
time to understand and the choice of adopting it, and I am 
mistaken if they do not show as much good sense on the subject 
as any other class of men in the kingdom.* Sentiments like these 
may sound rather sententious to-day, but they needed saying at 
the beginning of the nineteenth century and doubtless had an 
influence on the titled and moneyed patrons of the Society. Every- 
one ofconsequence was a member — philanthropists, economists, 
members of both Houses of Parliament. ‘The idea* (of savings 
banks), wrote the Rt. Hon. George Rose, M.P., in i8i6, ‘was 
first suggested by the Society for Bettering the Condition of the 
Poor, of which I have long been a member.* This was not quite 
true, for the earliest experiments were made independently 
elsewhere. The Society’s contribution was to circulate informa- 
tion about these early experiments among people who had the 
means, the influence and the disposition to make practical use 
of the information. Later it took the lead in establishing a 
savings bank in London, and Bernard’s name deserves to be 
coupled with those of Henry Duncan, Priscilla Wakefield, and the 
other pioneers whose claims to be the originators of savings banks 
are considered in this and the following chapter. 

Dr. Shute Barrington, the Bishop of Durham, who was 
President of this Society, suggested that the clergy of his diocese 
should try to do something practical for the aged. He made 
some suggestions, as a result of which the Rev, Mr. Burgess of 
Winston and the Rev. Mr. Gilpin of Bishop Auckland arranged 
for a number of old people to meet in each other’s homes on Sun- 
day evenings for reading and discussion and to bring with them 
at least one penny a week. A tithe of this was to be devoted to 
help others, the rest to increase their own comforts. If they kept 
up their contributions they would receive the money back at the 
end of the year with substantial bonuses, depending on their 
age. Those over 6o would find their savings doubled, those over 
70 trebled, and those over 8o quadrupled. 

The report describing this curious mixture of Penny Bank, 
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Friendly Society, and Charity was studied among others by the 
Rev. Joseph Smith of Wendover. He had a scattered parish and 
did not see how he could persuade the old people to meetin each 
other’s houses. But the idea of the saving of the pennies appealed 
to him. Many of his congregation were in distress during the 
winter. Why should they not bring pennies to church on Sun- 
days during the summer on the understanding that they would 
be returned at Christmas increased by one-third, ‘to enable 
them to purchase a warm garment, half a load of wood or any 
other domestic comfort they may want at the most inclement 
season’? Some might think this savoured too much of trans- 
acting business on the Sabbath. He would answer them with 
Paul’s advice to the Church at Corinth. ‘Upon the first day of 
the week let every one of you lay by him in store, as God hath 
prospered them.’ So he set the local schoolchildren to copy out 
his proposals, oflering them ‘a trifling gratuity’, and started his 
little Sunday Penny Bank in 1 799. The Christmas bonuses were 
supplied by himself and two of the wealthier members of his 
congregation, Mr. T. Lovell and Mr. F. P. Bingham. During 
the first st^ason .sixty parishioners brought their weekly sixpences 
and shillings with great regularity, and Mr. Smith had an 
encouraging account to give of his venture in Report No. LIX 
of Sir Thomas Bernard’s Society. 

The Wendover Bank, which only survived for a few years, is 
interesting for its early date and for the encouragement it gave 
to other ‘Sunday Banks’. The most noteworthy of them was at 
Hertford, where a most energetic and able Minister, the Rev. 
Thomas Lloyd, began operations about 1808. He collected 
over /^30o a year in small sums after service on Sundays and 
paid it back to the hundred or so depositors on New Year's Day 
w'ilh interest at 12 per cent, derived from charitable .sources. 
There were similar Sunday banks at Tewin and Hai tingford- 
bury. The Hertford Sunday Bank was overshadowed in 1816 
bv a proper savings bank also sponsored by Mr. Lloyd but with 
the weighty support of the Marquess of Salisbury as patron and 
a body of trustees including ten peers and three Members of 
Parliament. Mr. Lloyd’s experience and opinions were so much 
regarded that he was called upon to give evidence before the 
Select Committee of the House of Lords on the Poor Law which 
reported in 1817. ‘Do you conceive’, he was asked, ‘theestab- 
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lishment of the Savings Bank has been already productive of 
advantage?’ Advantage, indeed! This clerieal pioneer had 
no patience with such an understatement. ‘Indeed, I think, 
infinite, and I believe it will be the salvation of the Gountiy if 
they arc established generally.’ 

The Sunday banks were showing the general trend of thought 
but they were largely dependent on charity and they were by 
their nature confined to churchgoers. They were more akin to 
the Clothing and Share-out Societies which were beginning 
to be organized on a semi-charitable basis in many villages 
and towns. Mrs. Priscilla Wakefield of Tottenham thought 
on broader lines. She was probably the first to conceive of a 
savings bank with free facilities for deposit and withdrawal, open 
to all people of small means. 

She seems to have been a remarkable woman. She wrote 
much on the subject of the improvement of the people, particu- 
larly the young. But she also had an eminently practical mind 
and the capacity for getting things done. Like many of her 
fellows in the Society of Friends (she was a lineal descendant of 
William Penn), Mrs. Wakefield had a burning passion for social 
work. She was one of the founders in 1791 of a Charity for the 
Relief of Lying-in Women and Sick Persons at Tottenham 
High Cross. In 1798 she started a Female Benefit Club which 
offered subscribers small pensions after the age of 65. To this 
she raiached a Loans Fund, finrmced by certain honorary mem- 
bers, and a Children’s Bank. The latter was undoubtedly the 
first Penny Bank for children. Children under 20, whether 
directly connected with members of the Club or not, were 
iii\'itcd to bring their pennies to the Club monthly. Mrs. Wake- 
field took charge of tlic money and paid it back when needed 
for apprenticeship fees, clothes for service, or other good objects. 
The total amount in her hands never much exceeded £30 but 
the little bank was clearly meeting a need. After two or three 
years of experience Mrs. Wakefield decided that a thrift experi- 
ment on a wider scale was worth trying. 

‘From observing that many of the poor, particularly servants, 
either squandered away their savings or lent them to those less pru- 
dent than themselves, from the want of a convenient opportunity of 
placing them where they would be secure, it occurred to me that an 
association might be formed which would afford them complete 
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safety, in their own neighbourhood, by the guarantee of a few respec- 
table persons of property.’ 

So the Tottenham Benefit Bank was opened on i January 
1 804 to receive the savings of all and sundry. The Children’s 
Bank remained as a feeder to the new institution, deposits being 
transferred when they reached 20s. The Benefit Bank was open 
on the first Monday of each month. Any sum from a shilling 
upwards could be deposited and would be repaid on demand. 
Interest at 5 per cent, was allowed on every complete pound. 
This admirably simple plan had so much in common with the 
savings banks of the later nineteenth century that Mrs. Wake- 
field fully deserves the credit for starting the first savings bank. 
It was not, however, entirely self-supporting, though the charit- 
able element was far less marked than in the Wendover Bank. 
The ‘respectable persons of property’ who were behind it 
doubtless had to put their hands into their pockets to provide 
the interest and management expenses in early years. The 
expenses were small enough. A ledger and cash book, the print- 
ing of a few receipt forms and rules sufficed, for the work was 
conducted voluntarily by Mrs. Wakefield and her colleague and 
successor, Mrs. Powell. The first trustees were Mr. Sperling, 
‘a very benevolent gentleman resident in the parish at that 
time’, and Mr. Eardley Wilmot, M.P. Presumably they banked 
or invested the money as they thought best. It seems that after 
a time most of it was used to buy the Government ‘five per 
cents’ which must have provided nearly enough income to pay 
the interest on the deposits. But it was not every place which 
could find such benevolent guarantors. Further thought was 
needed before a scheme of general application was worked out. 

Mrs. Wakefield left Tottenham a few years after she had 
started the bank. She survived till 1832 when she had reached 
the ripe age of 83 and had seen wonderful progress in the estab- 
lishment of savings banks. She can fairly be regarded as the 
originator of savings banks without disputing the title of the 
dynamic Dr. Henry Duncan to be the real father of the savings 
bank movement. Her son, Edward Wakefield, writing in 1845, 
claimed that she conducted a sort of private savings bank from 
1790, long before the benefit bank was established. He also 
suggested that she encouraged Mr. Smith of Wendover to start 
his Sunday bank during a visit to a relative in his parish. There 
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is incontestable evidence that the circulation of an account 
of the Tottenham experiment in Report LXXXIV of the 
Society for Bettering the Condition of the Poor had a con- 
siderable influence, particularly with the Rt. Hon. George Rose 
in starting the Southampton Savings Bank and with che founders 
of the Edinburgh Savings Bank. It may be, as Mr. Edward 
Wakefield thought, that through his mother’s near relatives 
living in Bath she may have indirectly inspired an early thrift 
experiment there. 

This was a savings bank for domestic servants, started in 1808. 
The prime mover was Lady Isabella Douglas, sister of the Earl 
of Selkirk. She was assisted by John S. Duncan, a writer on 
social questions. Servants were invited to deposit their savings, 
not exceeding at 4 per cent, interest, relying on the private 
security of four ladies and four gentlemen of substance. In 
order that their liability might be limited it was stipulated that 
the Fund must not exceed 3(^2,000. It seems that this amount 
was fully subscribed. An attempt to extend the size of the Society 
in 1813 failed, however, and two years later it was superseded 
by the Bath Provident Institution of which further mention 
will be made later. 

But before the rapid developments between 1810 and 1817 
are explained, it is only right that a word should be said of those 
who were supporting the theory of savings banks in the preced- 
ing years by their writings. These included two of the literary 
giants of the time — -Jeremy Bentham and T. R. Malthus. They 
had such a wide public that their influence must have been 
considerable, though their actual proposals were less produc- 
tive than those of the humbler men and women who started the 
movement. 

Jeremy Bentham was probably the most brilliant thinker of 
his time. It has been said that to trace the results of his teach- 
ing in England alone would be to write a history of the legisla- 
tion of half a century. Like Adam Smith he was a great believer 
in the individual. The greatest happiness of the greatest number 
would come not through legislative interference but through 
the enlightened self-interest of the citizens themselves. Institu- 
tions must be judged by their utility and the extent to which 
they contributed to human happiness. If they did not pass the 
test they should be scrapped. It was therefore significant that 
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he saw the need for new institutions of the nature of savings 
banks. When at the height of his powers in 1 797, he jotted down 
the outline of a complete scheme for the improvement of pauper 
management in the form of a letter addressed to Mr. Arthur 
Young, the Editor of the Annals of Agriculture. 

The main body of the ‘burdensome poor’ were to be main- 
tained and employed in Industry Houses under the super\dsion 
of a ‘National Charity Company’ formed on joint-stock prin- 
ciples. At these Houses of Industry ‘Frugality Banks’ were to be 
conducted for the receipt of small savings. If no Industry House 
was near, the Church Vestry might serve as the bank. 

Any sum could be paid in and each pound would entitle the 
depositor to an annuity of a sj:)ecified amount varying according 
to the selected age. His right to the annuity could be sold at a 
valuation or exchanged for annuities for his wife or children 
under age; he was even to be allowed to borrow on it during 
unemployment or sickness. 

With the logical mind of the trained lawyer and with some 
of his obscurity of expression Bentham surveyed existing defici- 
encies in the facilities for thrift. The poor suffered from: 

‘ I . The want of physical means of safe custody. 

‘2. The difiiculty of opposing a never yielding resistance to the 
temptations afforded by the instruments of sensual enjoyment, 
where the means of purchasing them are constantly at hand. 

‘3. The w ant of the means of obtaining an equivalent, especially 
on safe terms, for the use of such small sums, either in the shape of 
interest or in the shape of a supply adapted to exigencies. 

‘4. The \\ ant of a set of instructions and mementoes constantly 
at hand presenting to view the several exigencies or sources of demand 
for money in store, together wath an indication of the most eligible 
means of making provision for the exigency in each case by means of 
a system of Banks.’ 

The existing banks would not help because it would not pay 
them. Friendly societies were too insecure ‘through lack of 
proper ( alculations, embezzlements and disagreements among 
members’. Their system was based on minimum subscriptions 
and did not cater for those who can save more. Besides they 
met in public houses to encourage thrift, which was ‘like choosing 
a brothel for a school of continence’. He thought his own scheme 
free from such objection and did not doubt that a young man 



Early Experiments and Theories 29 

under 20 earning 6 j . a week could afford to put by three-quarters 
of his earnings. This would not only increase his independence 
and prospects of advancement but would make a strong appeal 
to the fair sex. ‘A maiden known to have lovers may come 
to take a pride in the magnitude of their respective sacrifices; 
and to make a point of honour not to yield her hand till the 
degree of attachment thus demonstrated has risen to a certain 
pitch.’ 

Bentham’s article was placed before a Committee of the 
House of Commons in 1811 and published separately in 1812 
and his testimony to the need for some new thrift institution 
must have been read by a great many thoughtful people. But 
its public was small compared with that of Malthus’s Essay on 
the Princifde of Popidation^ first published in 1 798 and amplified in 
1805. This best-seller profoundly influenced the thought of the 
time. The country parson of simple habits and exemplary life 
found himself, to his surprise, the sensation of the day. The fear 
that population was going to outstrip the means of supporting 
it became widespread. Malthus, like Bentham, had been im- 
pressed with the urgent need for doing something to check the 
growing pauperization of the community. The Poor Laws 
tended to increase the population without increasing the means 
for its support. Taken by themselves some of his conclusions 
seemed hard. ‘Were every man sure of a comfortable provision 
for his family, almost every man would have one; and were the 
rising generation free from the “killing frost” of misery, popula- 
tion must increase with unusual rapidity.’ Some of his followers 
concluded that to help the poor would only hasten the collapse 
of civilization by making them breed more rapidly. If they were 
helped to save in their youth they would be in a position to 
furnish a house earlier; they would mairy earlier; they would 
have still more children. The natural restrictions to the growth 
of population — poverty, disease, unhealthy conditions — would 
be removed. Therefore do nothing and let only the fittest 
survive. 

These were not the views of the kind-hearted Malthus. He 
may have been an alarmist but he was not an obscurantist. It 
was true that ‘we cannot, in the nature of things, assist the poor 
without enabling them to rear up to manhood a greater number 
of their children’. But ‘in a public view, every child that dies 
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under ten years of age is a loss to the nation of all that had been 
expended in subsistence till that period\ Paradoxically ‘a 
decrease of mortality at all ages’ is what this preacher of over- 
population made his declared aim. The solution was ‘to get the 
young people to defer marriage until they had a fair prospect 
of being able to maintain families’, to give them better educa- 
tion, and better housing. In this way alone could one effect 
permanent improvement in the condition of the people. He 
would welcome the spread of luxuries to the masses. Those who 
showed ‘prudential restraint’ and thrifty habits should therefore 
be encouraged. If for instance they saved enough to buy a cow, 
they might be helped to acquire the necessary land on which to 
keep it. They should also be encouraged in the initial saving. 
Ific Poor Laws diminished both the power and the will to save 
and tended to eradicate the spirit of independence among the 
peasantry. He suggested a remedy: 

‘To facilitate the saving of small sums of money and encourage 
young labourers to economise their earnings with a view to a pro- 
vision for marriage it might be extremely useful to have country 
banks, where the smallest sums would be received and a fair interest 
paid for them. It would probably be essential to the success of any 
plan of this kind that the labourer should be able to draw out this 
money w'heiievcr he wanted it and have the most perfect liberty of 
disposing of it in every respect as he pleased. Though we may regret 
that money so hardly earned should sometimes be spent to little 
purpose —yet it seems to be a case in which we have no right to 
interfere; nor if we had, would it in a general view be advantageous; 
because the knowledge of possessing this liberty would be of more 
use in encouraging the practice of saving, than any restriction of it, 
in preventing the misuse of money so saved.’ 

This common-sense declaration entitles Malthus also to a place 
among the early supporters of the movement of savings banks. 
He lived to see them started and to commend them.* 

In St. Margaret’s Church, Westminster, there is a monument 
to a contemporary of Malthus who was as well known in his day 
as the economist; one whose accomplishments were indeed far 
greater but whose name is little remembered to-day. Patrick 
Golquhoun, a native of Dumbarton, began by taking Glasgow 

‘ See mention of his name in Dr. Haygarth’s Explanation of the Principles 
and Proceedings of the Provident Institution and Bank for Savings i8i6. 
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by storm. He became Lord Provost of the City in 1 78r> at the 
age of 37 as a recognition of his labours in London to focus 
attention on the claims of Scottish industries. He founded the 
Glasgow Chamber of Commerce and has indeed been described 
by one writer as the ‘father of Glasgow’. He also found time in 
these early years to give help to the Lancashire cotton industry. 
Having exhausted the north, he descended again on London in 
1 789. It was not long before he was made a magistrate and from 
the early nineties he devoted himself to propounding and putting 
into practice various well-conceived schemes for improving the 
condition of the poor and reducing crime. 

He started a society for enabling the poor to redeem goods 
which had been pawned through unavoidable misfortune; 
founded the first London soup kitchen; brought about various 
important reforms in the police system of the Metropolis and 
originated the marine police; carried out an experiment in 
cheap elementary education, advocated the pooling of rates 
and an organized system of relief. Indeed a catalogue of his 
plans and achievements would take us far outside the scope 
of this history. In 1806 he summed up his conclusions on the 
question of poverty and social reform in a Treatise on Indigence 
of over 300 pages. It is worth quoting the title of this long 
essay m full for the light it throws on its versatile scif-confident 
author: 

‘A Treatise on Indigence, exhibiting a general view of the National 
Resoiirces for Productive Labour, with Propositions for ameliorating 
the Condition of the Poor and Improving the Moral Habits and 
increasing the Comforts of the Labouring People, particularly 
the Rising Cjeneration, by Regulations of Political Economy cal- 
culated to prevent Poverty from descending into Indigence. To 
produce Sobriety and industry, to reduce the Parochial Rates of the 
Kingdom and generally to promote the Happiness and Security of 
the Community at large by the Diminution of moral and penal 
offences and the future Prevention of Crimes. 

Vincit amor patriae’ 

He sets out to discuss how ‘to prop up poverty by judicious 
arrangements at those critical periods when it is in danger of 
descending into indigence’. He can find only eight innocent 
causes of indigence but no less than twenty-six culpable causes. 
A study of instances of remedial indigence leads him naturally 
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to stress the importance of provident habits. As a Scot he 
does not doubt that ‘the more frugal habits which prevail in 
the Northern Counties, joined to a superior knowledge of the 
culinary art, enable the cottagers to live better and to enjoy the 
comforts arising from a greater variety of food than their 
southern fellow subjects receive’. The poor must be taught 
to help themselves from their own resources. Their biggest 
attempt to do so had been through friendly societies of which 
in 1803 there were 9,672 with 704,350 members. But it is 
estimated that 10 per cent, of the members’ contributions went 
in fines and drink. There were loo frequent meetings — his 
passion for statistics led him to work out a figure of 164,424 as 
the number of meetings in public liouses in a year. There was 
too much erK'ouragemcnt of expensive funerals to the enrich- 
ment of undertakers, mercers, and milliners. And there was 
usually no appeal which the aggrieved member could bring 
against the unfavourable decision of the committee. The 
security of the funds was often open to doubt. 

What was wanted was to ‘establish a system that shall not 
only convince the poor that they have a stake in the country as 
well as the rich, but that the Government and the legislature 
will place that stake on so secure and respectable a footing that 
they may look up to it with certainty as a relief in times of 
sickness and a prop to old age’. In other words a sort ofNational 
Savings Bank and Friendly Society combined. The basis of the 
scheme was the institution of Receipt Offices and Pay Offices in 
each parish or group of parishes under the supervision of local 
committees of from five to nine persons acejuainted with accounts 
and a secretary. Monthly contributions of from is. to lo^^. were 
to be solicited from all labouring people between the ages of 20 
and 60, those over 30 having to pay more. The p^arochial 
societies would pay in their funds to a National Deposit Bank in 
London. Funds so paid in would be guaranteed by the Govern- 
ment, and the Directors of the National Bank would be appoin- 
ted by the king, as father of his people. Out of this limd the 
contributors would be entitled to assistance, after investigation 
of their claims locally — a weekly allowance during sickness or 
incapacity, a small allowance on the birth of a child, a payment 
on death together with a small allowance to the widow, or a 
sum U) enable her to carry on a business, compensation for loss 
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by fire or the loss of a cow or house on which a family was partly 
dependent, a sum for apprenticing a child, and a small annuity 
to the aged and infinn. 

This is the bare outline of a plan worked out in great detail. 
It was to be voluntary but Colquhoun thought it would attract 
two million members at least. 

‘I’he poor man will thus have his bank, as well as the rich, and 
it may possibly become a reproach and degradation in the walks of 
vulgar life not to belong to it. . . . Here the poor man will look to 
his bank with the pleasing satisfaction of knowing that he possesses 
a little in reserve, well secured for himself, his wife and his children. 
He will strive in the course of his industry to make that little more. 
His children, when they begin to earn money, will follow his good 
example by becoming members as soon as they can be admitted. 
The whole of those who have entitled themselves to these benefits 
will look up to the Government and the bank as guardian angels 
by whose wise regulations and regard to their w'clfarc they are 
shielded from the dread of misery and want.* 

It is a little ironical that this outspoken individualist, leader 
of commerce and supporter of the Government, also helped to 
mould the views of the early Socialists.' His Treatise of the 
Wealthy Powa and Resources of the British Empire y published in 
1814, was an inexhaustible source of information about popula- 
tion and the distribution of wealth from which many conclu- 
sions were drawn which would have been unpalatable to its 
author. Unlike most of his other schemes, the National Deposit 
Bank was never submitted to the test of experiment. But, as his 
epitaph says, ‘his mind was as bold and persevering in execution 
as it w^as fertile in conception', and he had the opportunity in 
1 8 1 6 to try out some of his views on thrift as one of the founders 
of the Provident Institution for Saving in the Western Part of 
the Metropolis which later became known as the St. Martin’s 
Place Savings Bank. He richly deserves a prominent place 
among the pioneers of savings banks. 

A rather similar scheme of a slightly later date was elaborated 
by Mr. John Christian Gurwen, M.P. In spite of the doubts he 
later expressed about the adequacy of savings banks to mitigate 
the difhculties of the times, ^ he was not opposed to their estab- 
lishment. But he had his own more ambitious project, which 
* M. Beer, History of British Socialism, * See p. 1 . 
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was explained to the House of Commons on 28 May 1816, on a 
motion for taking into consideration the state of the Poor Laws. 
This was to start a Savings Fund to which every individual in 
work sliould contribute ‘for the relief of sickness, age or misfor- 
tune, for the encouragement of industry and good morals, for 
a general plan of education and such other objects as might 
be conducive to the comfort and happiness of the labouring 
classes’. He estimated that if these contributions were at the 
rate of twelve pence per family per week, a yearly income of 
5(^4,214,445 would be assured. To this he would add contribu- 
tions of 4J. per week from those ‘supporting themselves indepen- 
dently by trade or income’ and larger contributions on a fixed 
scale from families of the ‘i>rivilegcd orders’. This would add 
nearly /^3 millions to the Fund and a further millions would 
be raised by a levy of a penny per head on persons employing 
workmen and property owners. It was, in fact, to be a huge 
national insurance fund, to be administered by a central and 
parish committees elected from the labouring classes, employers, 
and representatives of the landed gentry. It was altogether too 
ambitious a plan for the time and, although it attracted some 
attention, never received enough support to make it a serious 
proposition. Mr. Curwen’s attitude to savings banks, when 
they began to make progress in 1817, is shown by a quotation 
ii'om a later speech in the House of Commons on 2 1 March 1817 
in which he modified his original proposals. 

‘My plan may possibly arouse some jealousy in the breast of those 
who patronise the system of Savings Banks. That the establishment 
of Savings Banks is likely to be productive of much good will not 
l)e questioned, but as a remedy it appears to rne to go beyond all fair 
and rational expectation. That the savings which could reasonably 
be expected from individuals in humble life could ever be made 
adequate to the w'ants of themselves and their families in all cases 
can by no means be expected.’ 

This was a reasonable enough criticism and there was no wide 
gulf between the promoters of savings banks and this earnest 
employer of labour and Member of Parliament, who proclaimed 
that ‘to restore independence of mind to the labouring classes 
is an indispensable ingredient in any plan for bettering their 
situation’. To the labourers of 1816, however, his conviction 
that ‘moral happiness dwells in the mind ; philosophic happiness 
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consists in wanting little; worldly or vulgar happiness is to want 
and enjoy much’ was cold comfort. 

A more obscure and eccentric figure deserves mention because 
it was the perusal of his writings which first stimulated Dr. 
Henry Duncan to activity. Little is known of John Bone beyond 
the few pamphlets written by him between 1805 and 1807. In 
the course of an open letter to the Rt. Hon. George Rose, M.P., 
who had published observations on the Poor Laws, he stressed 
the need for distinguishing between the industrious and frugal 
who come to poverty by age or misfortune and the idle and 
dissolute who are reduced to poverty by their own vices. This 
led him to suggest ‘that a Bank should be opened to receive the 
small savings or earnings of the youth of both sexes who have 
no dependence but their labour and economy, and to return 
them on the day of their marriage with the interest and 
premiums proportioned to the amount’. 

He elaborated his views in a pamphlet with the strange title 
‘The Principles and Regulation of Tranquillity; an institution 
commenced in the Metropolis for encouraging and enabling 
industrious and prudent individuals in the various classes of the 
community to provide for themselves and thus effecting the 
gradual abolition of the Poor’s Rate whilst it increases the com- 
forts of the Poor’. The elaborate scheme set out in CXV 
Articles is now only a curiosity. There was to be a retreat for 
the aged and infirm and annuities financed by members’ 
cntTance fees and contributions supplemented by charitable 
donations. He seems actually to have started the institution 
with an office at the Horn Tavern, Doctors’ Commons, and 
later in Blackfriars Road. It would be interesting to know how 
long it survived and ^vhether the ‘Juvenile Fund’ which was a 
prominent part of the scheme ever had any depositors. If so, 
the depositors must have been trusting people, for he only under- 
took to repay them on marriage a sum allocated by the Court of 
Directors ‘without entering into minute and troublesome calcu- 
lations of interest which the small sums so deposited might 
occasion’. It may be that Bone’s experiment was a more impor- 
tant one than would seem likely from his writing. It was 
probably too complicated and ambitious to make a general 
appeal. But his part in the establishment of savings banks has 
tiever been sufficiently recognized, unless it were by Joseph 
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Hume who wrote in 1816: *It is to John Bone the reviewers 
ought to have paid their tribute of thanks as the person with 
whom the plan of Savings Banks originated and who put it in 
practice in 1806.’ Mr. Bone dedicated his plan to Samuel 
Whitbread, M.P. But his patron played him false. Mr. Whit- 
bread produced a Bill on quite different principles for dealing 
with the Poor Law. Mr. Bone’s last literary effort was a protest 
against the Whitbread scheme.* It was a case of Bone’s People’s 
Bank against Whitbread’s Poor’s Fund. Nothing came of either. 

Samuel Whitbread’s scheme deserves more than passing 
reference, however, because he was the first person to conceive 
of a savings bank being conducted through the machinery of 
the Post Office. Whitbread, who had given up brewing for 
politics, was the prototype of the nonconformist radicals of a 
later day whose constant efforts to improve working class con- 
ditions were often a long way ahead of public opinion. He was 
a constant speaker iii the House of Commons, kept a vigilant 
eye for any abuses of public administration, and was, indeed, a 
thorn in the flesh of the Pittites. This was not a very promising 
reputation with which to submit serious legislative reforms and 
probably his Poor Law Amendment Bill, introduced into the 
Commons in February 1807, never had the attention it deserved. 
He sensed the opinion of the House and let his proposals drop. 

Some of Samuel Whitbread’s schemes were certainly fantastic, 
such as his proposal to distinguish between the deserving and 
undeserving poor by the wearing of badges. But in many ways 
he showed considerable vision and his views on some questions 
were considerably in advance of his time. He favoured compul- 
sory and free education over half a century before the proposals 
had many supporters in Parliament. He advocated a minimum 
wage in agriculture. His Post Office Savings Bank scheme was 
probably the best and most original of the many schemes which 
preceded the starting of savings banks. Though it came to 
nothing at the time, he deserves to be remembered as one of the 
powerful influences then moving in the direction taken by 
George Rose and other of his political opponents soon after his 
death. Wilberforce, who could not tolerate this violent and 
persistent ( ritic of his friend Pitt nor forget Whitbread’s associa- 
tion with the brewing industry, unkindly remarked that ‘he 
' The Friend of the People^ 1807 . 
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spoke as if he had a pot of porter to his lips and all his words 
came through it’. A juster verdict was that of Romilly, who 
described him as ‘the promoter of every liberal scheme for 
improving the condition of mankind, the zealous advocate of 
the oppressed and the undaunted opposer of every species of 
corruption and ill-administration’. 

It is remarkable to read the text of a Bill, submitted to 
Parliament fifty-four years before the Post Office Savings Bank 
Bill of 1861, which anticipated so clearly the basis of Mr. Glad- 
stone’s scheme. People were to be invited to deposit sums not 
exceeding £20 a year or £200 in all. Money so received would 
be remitted by the Post Office to the ‘Poor’s Fund’, adminis- 
tered in London by Commissioners appointed by the Grown. 
The funds would be invested by the Commissioners in govern- 
ment stock. Withdrawals could be effected at short notice. One 
of the chief differences from 1861 procedure was that depositors 
were to be credited with stock in respect of the sums remitted 
and were to receive back the value of the stock at the time of 
sale, plus any accumulated dividends, a procedure which was, 
in fact, adopted by some of the English savings banks before 
1817. The depositor was to pay the Postmaster a penny in the 
pound on deposits. Other expenses were to be defrayed from 
surplus due to unclaimed dividends or direct from the Consoli- 
dated Fund. The Poor’s Assurance Office, which was to be 
combined with the Poor’s Fund, was to permit life assurances 
not exceeding £200 to be taken out through a Central Assurance 
Office on a proper actuarial basis. 

By this time the country was ready for a practical plan, but 
it preferred to test out the savings bank idea in a smaller way on 
a local and voluntary basis before going in for a huge national 
scheme on Whitbread’s plan. In 1809, on the .eve of the rapid 
developments mentioned in the following chapter, two other 
tracts appeared which again showed the trend of thought. 
Horace Twiss, a barrister, who later wrote a Life of Lord Eldon^ 
a drama, and various suggestions for improving the laws of the 
country, published some thoughts on the subject of population 
in v/hich he suggested the establishment of Savings Associations 
among the poor. The deposits were to be invested in the Funds. 
Interest at 3 per cent, was to be allowed on sums of 13J. 4^/. 
and over, the surplus to be used for expenses. Mr, Twiss became 
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one of the first trustees of the Provident Institution for Savings, 
established at Panton Street, Haymarket, in i8i6, tliough he 
was better known to the public as a favoured nephew of the 
great Mrs. Siddons. 

The writer of the other tract was a doctor. Dr. Joseph Adams 
was primarily concerned with an ‘Inquiry into the Laws of 
Different Epidemic diseases’. Like Dr. Haygarth, who started 
the Bath Provident Institution, he was a pioneer of vaccination 
and, like Dr. Haygarth, he concluded that the extermination 
of infectious diseases depended largely on the improvement of 
tlie conditions under which the labouring classes lived. It was 
a short step from this to the need for thrift, for he had no thought 
of a benevolent State relieving the individual of responsibility 
for that improvement. He would have a bank established to 
receive the smallest weekly contributions. Interest would be at 
5 per cent., credited half-yearly. Each depositor would be given 
a pass-book. All the funds would be banked with the Bank of 
England which would allow compound interest weekly on the 
lowest balance of the preceding week. Further to strengthen 
the establishment, one hundred gentlemen of property should 
deposit Tifioo each with liberty to withdraw half the amount. 
The Bank of England were to console themselves for the trouble 
and expense by the knowledge of the service they were render- 
ing to the community and the increased interest and support 
they might expect to gain from the general public. 

The campaign of words was not ended when the real action 
began. 





Chapter III 

DR. DUNCAN OF RUTHWELL AND THE 
BEGINNING OF SAVINGS BANKS IN SCOTLAND 

I N the parish church ofRuthwell in Dumfriesshire there is abrass 
tablet to its former minister, the Rev. Henry Duncan, D.D., 
in which he is referred to as the ‘father of Savings Banks’. 
Dr. Duncan’s claim to be regarded as the founder of the 
savings banks movement was disputed in his lifetime and has 
often since been the subject of controversy. For it was not only 
the protagonists of Mrs. Priscilla Wakefield and the Rev. Joseph 
Smith with whom he had to contend, but the claims even more 
strenuously put forward by the founders of the first Edinburgh 
Savings Bank. 

The verdict of the Quarterly Review, which carefully and 
impartially considered the evidence in 1 8 1 7, has now been gener- 
ally accepted and the official centenary of savings banks was 
held in Edinburgh in 1910, a hundred years after the founding 
by Dr. Duncan of the Ruthwell Savings Bank. 

‘It is a belief’, wrote the reviewer, ‘founded on no slight investiga- 
tion, that but for the Rev. Mr. Duncan, there would at this time be 
found only a few insulated establishments for the savings of industry, 
of which the intelligent and wealthy would have had little know- 
ledge and from which the lower classes in general would have derived 
no advantage.’ 

And again: 

‘We are warranted on the whole to conclude that, though some 
institutions, similar both in principles and details, had been formed 
before the Parish Bank of Ruthwell, yet it was the first of the kind 
which was regularly and minutely organised and brought before the 
public; and further, that as that society gave the impulse which is 
fast spreading through the Kingdom, it is in all fairness entitled to the 
appellation of the Parent Society. If we spoke of the original Society, 
we should from our present knowledge be disposed to confer that 
name on the Charitable Bank at Tottenham [Priscilla Wakefield’s].' 

The Ruthwell Savings Bank was not even the original savings 
bank in Scotland. It was preceded by three years by a small 
savings bank started at West Calder in Midlothian. The parish 
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minister, the Rev. John Muckersy, who since the beginning of the 
century had been acting as a sort of private banker and adviser 
to a number of young gentlemen who received their education 
in his family, decided to open the West Calder Friendly Bank 
in 1807. This bank was only open once a quarter at the same 
time and place as the local friendly society. The minimum 
quarterly deposit was half a crown and the depositors received 
'id. of interest each half-year for every 5^. deposited. Those who 
failed to deposit regularly were punished by loss of part of their 
interest. Those who subscribed regularly for twelve months 
on the other hand migJit receive a bonus, if the funds permitted. 
The money was lodged wdth tv/o Edinburgh banks which 
allowed 4 per cent., compounded half-yearly. After about ten 
years this little bank had thirty-five subscribers and just over 
£/[oo of deposits. Mr. Muckersy never made any extravagant 
claims for liis institution. He recognized that it would have 
remained an ‘insulated establishment’ but for the exertions of 
Dr. Duncan who did not even know of its existence when he 
started his savings bank at Ruthwell. With a fine generosity 
Mr. Muckersy supported the claims of Dr. Duncan’s bank to be 
the parent institution, ‘inasmuch as great exertion is of more 
importance than priority of date’. 

The savings bank movement could hardly have had a 
worthier or more interesting founder. Henry Duncan was a 
son of the manse, born in 1774 at Lochrutton, Kirkcudbright. 
He was educated at Dumfries Academy and at no fewer than 
three Scottish Universities. After a period at St. Andrew’s 
University, where he was sent at the early age of 14, he was 
found an opening in Heywood’s Bank at Liverpool. He 
seems to have shown few signs of making a good banker, was 
careless and displayed a ‘distressing w'aiit of ainbilion’. So 
after three years he persuaded his parents to let him go to 
Edinburgh University with the definite purpose of entering the 
ministry. He spent three years at Edinburgh and two at Glas- 
gow Uni\ ersity, both of which were still strongly impregnated 
with the Adam Smith tradition of sturdy individualism. He was 
already scctliing with ideas on social questions and his kindly 
nature tempered the harshness of the laisserfaire school without 
destroying its encouraging view of the greatness of the individual 
wheji left to work out his owm salvation. 
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It is easy to see how his years in England may have con- 
tributed to his later activities — the knowledge acquired of the 
elements of banking, the experience of English social conditions 
and the English Poor Law. He had not as yet felt any certainty 
that he was cut out to be a Minister of the Scottish Church, but 
he wanted time to adjust his ideas, to think and to write. 

When his training was complete and after a short period as 
tutor to the sons of Colonel Erskine of Mar, he found himself 
offered a choice of churches — Lochmaben and Ruth well. He 
chose the smaller and poorer parish. This was but another 
example of his ‘distressing lack of ambition’, for neither then nor 
later did his own financial position or prospect of advancement 
influence his decisions in the least. ‘My disposition’, he wrote 
to his father, ‘gives me no relish for more money than will 
support myself, or be useful to my friends.’ At Ruthwell, even 
though his stipend would at first be less than 100 a year, he 
would have opportunity to experiment, to test his theories, to 
put his thoughts and conclusions into writing. 

Henry Duncan does not seem to have engaged in literary 
activities until about 1808, some nine years after he went to 
Ruthwell. He then started to publish a series of tracts for the 
people, known as the Scotch Cheap Repository, a form of 
homiletic appeal which later became extremely popular and of 
which he may fairly claim to have been one of the pioneers. One 
series of these tracts, The Cottage Fireside or Parish Schoolmaster ^ 
had an immediate success. In 1809 he founded and became 
the first editor of the Dumfries and Galloway Courier^ through the 
medium of which he was able to propagate many of his ideas 
and thoughts. 

One thought seems to have been paramount with him in these 
early years. Independence of character was God’s greatest gift 
to man. Every new scheme and every existing institution must 
be judged by this yardstick — did it contribute to the making of 
independent men and women? 

The voluntary system of poor relief operating through most 
of Scotland was creaking under the strain of bad times. Men’s 
wages in good seasons rarely exceeded Ss. or 9^. a week and, 
when difficulties arose, the families had to trust to the generosity 
of relatives or the meagre resources of the special church-door 
collections which in Ruthwell seldom exceeded £25 a year. It 
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is no wonder that many began to demand a legal system of 
relief based on the poor rate such as was general in England. 
Not so the parish minister of Ruthwell. He was convinced that 
such a system would destroy the independence of the Scottish 
people. It would lessen the incentive to work, loosen family ties, 
and sap initiative and vigour. Work and thrift were the solu- 
tions of the problem of poverty. His church funds would barely 
support the destitute aged and infirm. The able-bodied must 
seek their own salvation. If they were thrown out of work, he 
would find work for them as far as possible, draining the glebe 
land or spinning flax. When in work they ought to set aside 
something for the ‘rainy day’. 

Where wen; they to put their savings? There was a local 
friendly society, founded in 1796. It was in a poor way both as 
regards members and funds but could be revived. Mr. Duncan 
proceeded to revive it. It would at least give its members some 
help during sickness and a decent and (he hoped) simple burial. 
But something more was needed. 

‘Friendly Societies,’ he wrote later, ‘excellent as they are, do not 
supply to the low(;r classes facilities for bettering their pecuniary 
condition adequate to their circumstances. They provide a desirable 
resource in sickness and old age, but they do not accommodate them- 
selves so much as could be wished to the varying situation and abilities 
of their members.’ 

It was true that the labourer could 

‘lay up his superfluous earnings in his che.st till it should amount 
to a suflicient sum to lend out at interest ; but those who know any- 
thing of the situalioii and habits of the lower orders will readily be 
aware of the temptations and discouragements to which such a plan 
is necessarily sulyccted and will not be surprised that it has seldom 
been resorted to and still more seldom persevered in. The tempta- 
tion to break in upon the little stock on every emergency might be 
too strong to resist. At all events the progressive addition of interest 
w'ould be lost during the period of accumulation and it has even 
frequently happened that the .chest of the servant or labourer when 
thus converted into his exchequer has not beensafe from depredation, 
while the feeling of ins(;cui'ity which the danger of such a calamity 
must inspire could not fail to operate as a fatal check to habits of 
economy. A similar effect must have resulted from the frequent 
instances which occur of the lailurc or knavery of those adventurers 
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to whose hands the unwary are induced by the facilities which are 
offered and the allurement that is held out of superior interest to en- 
trust the savings of theii industry.’ 

The result was the forming of extravagant habits. 

‘It is distressing to think how much money is thrown away by 
young women on dress unsuitable to their station and by young men 
on the debauchery of the alehouse and in other extravagant and 
demoralising practices for no other reason than that no safe place is 
open to them for laying up their superfluous earnings.’ 

What was the remedy? The answer dawned on him as he read 
Mr. John Bone’s pamphlet Tranquillity^ to which reference was 
made in the last chapter. He seized eagerly on the notion of a 
bank for small savings which John Bone propounded. Savings 
banks in every parish would restore the independence of the 
Scottish people. The idea rapidly developed into a definite 
scheme which he hastened to give to the world through the 
columns of the Dumfries Courier. He knew well enough that 
little notice would be taken of it if he did not show that his 
theories could successfully be put into practice. The only way 
to do this was to start a savings bank in his owm parish. If a 
savings bank could flourish in Ruthwell, it could flourish any- 
where. Where could a parish be found with more poverty, with 
fewer resident heritors to help such a cause, with less scope for 
spectacular results? It was, perhaps, fortunate for the develop- 
ment of the savings bank movement that Dr. Duncan carried 
out his experiment in a country parish and not in a big city; 
had it been otherwise it is very unlikely that its spread would 
have been so quick and so general. 

The Ruthwell Savings Bank opened in May 1810 in the 
simple lime-washed stone cottage which still stands in the 
village. It had an elaborate constitution. ‘The Bank of Eng- 
land’, dryly commented a writer in the Edinburgh Review ^ ‘to be 
sure has not so magnificent a constitution, but the Bank of 
England has not half so much to do!’ First there were to be 
Ordinary Members who were the depositors and had certain 
rights after six months, provided they had deposited not less 
than £1. Then there were Extraordinary Members who sub- 
scribed a minimum of 55. a year or made a donation of £2 
to the Management Fund. Finally there were the Honorary 
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Members, who included ex officio the Lord Lieutenant, Vice- 
Lieutenant, Sheriff, and local Members of Parliament, to- 
gether with subscribers of a guinea a year and donors of 

The general business was carried out by a Court of Directors 
composed of a governor, five directors, a treasurer, and one or 
more trustees. They were to be chosen ‘promiscuously’ by the 
members in General Meeting from the Honorary and Extra- 
ordinary Members, provided sufficient of these could be found; 
if not, the Ordinary Members might fill the gap. But the Court 
of Directors was subordinate to a Standing Committee of fifteen 
persons, chosen in the same way, which met quarterly to review 
and control the Court of Directors, with power to reverse its 
decisions. Perhaps there was not much in this, for the directors 
formed par^ of the Standing Committee and could ensure a 
majority at its meetings. The decisions of the Standing Com- 
mittee were not, however, final, for the Annual General Meeting 
could reverse them. The Annual Meeting was the supreme 
law-making body and court of appeal and consisted of all the 
qualified members of all the classes. 

This elaborate and democratic structure was clearly drawn 
up on the analogy of friendly societies. Intentionally so, for 
Dr. Duncan wished his savings bank to secure some of the 
privileges afforded to mutual institutions by Rose’s Friendly 
Societies Act of 1793. He had doubts from the beginning 
whether he could properly bring his savings bank within the 
terms of that Act, and he seems to have sensed thus early the 
need for securing special legislative protection. The earliest 
regulations of the Ruthwell Savings Bank placed it under the 
Friendly Societies Act, only ‘until a new Act of Parliament be 
obtained, expressly designed for the encouragement of Banks 
for Savings in Scotland’. 

If the structure was over-elaborate, some of the provisions for 
deposit and withdrawal were even more so. Deposits were 
received from is. to £10 and interest was allowed on complete 
pounds. But Dr. Duncan, like Mr. Muckersy, still iinder the 
influence of the friendly society procedure, thought it advisable 
to spur tlie lazy depositor with threats of penalties. Those who 
did not contribute ^s. a year were to forfeit ij., for ‘what we 
have no pressing motive to do at a particular time, we are apt 
to delay till it is beyond our power to do it at all’. The interest 
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was graded from the same motive. Four per cent, became 5 
per cent, after three years’ membership, and bonuses were to be 
given to regular contributors of not less than i^. a week — 6rf. the 
first year, is, the second, 2s. the third, 4s, the fourth, and 6s. 
each subsequent year. If the funds allowed, further bonuses 
would be given to depositors who had ‘exhibited proofs of 
superior industry and virtue’. 

As another inducement to regular saving, the depositor was 
handed a sheet on one side of which were ruled squares for 
every week of the year. The deposits were entered against the 
appropriate weeks and it was considered discreditable to have 
too many blank spaces. ‘Oh, how tempting this ticket is,’ said a 
labourer to the Minister one day. ‘I cannot bear to see any of 
the lozens unfilled up. It is as uncomfortable as a window with- 
out glass.’ 

Withdrawals were also hemmed round with restrictions. The 
depositor could indeed withdraw the money at any lime with 
interest at 4 per cent. But the full rate of 5 per cent, was only 
payable on withdrawal of and over (i) on the death or 
emigration of the depositor, (2) on marriage, (3) after the age 
of 56 had been reached, (4) if the possession of the money 
seemed to the directors, after due inquiry, to be advantageous 
to the depositor or his family, (5) when the depositor had become 
incapable of maintaining himself from sickness or otherwise, in 
which case a weekly allowance might be made to him. 

The generous rate of interest was made possible by the 
co-operation of the British Linen Company which paid 5 per 
cent, on the funds of the savings bank banked with it. As some 
of the depositors only received 4 per cent, and no interest was 
credited on sums of less than £1, there was a small surplus. This 
went, along with voluntary contributions, into the Auxiliary 
Fund for the payment of management expenses and the various 
bonuses and benefits for which, on paper at least, the most 
thrifty and virtuous might qualify. 

It is easy to pour ridicule on the paternal nature of the Ruth- 
well Regulations. It was done at the time. Dr. Duncan was 
so concerned for the moral progress of his parishioners and so 
convinced of the character-forming powers of thrift that he saw 
no reason why he should not speed virtue on its way in a more 
obvious manner than unaided Providence sometimes saw fit to 
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do. He was soon able to confound his critics with figures. The 
deposits rose to £1^1 the first year and then in successive years to 
£i^(j, £^A^y and £^22, By the end of 1814 they amounted to 
^^1,164. An ‘astonishing success’, he claimed. 

But some severe pruning of superfluous regulations was neces- 
sary l)cfore savings banks could be expected to show a healthy 
growth, even in the favourable soil of Scotland. The great 
contribution of the Edinburgh pioneers was to evolve a savings 
bank which combined simplicity of structure with soundness of 
accountancy methods. It was established in December 1813, 
and opened the following month as a branch of a local Charity 
known as the ‘Society for the Suppression of Beggars’, a parent- 
age whicli seems not unnaturally to have been a handicap in 
early years. But it was run on business lines. Its chief promoter 
was Mr. J. H. Forbes, the second son of the well-known banker, 
Sir William Forbes of Pitsligo. He later became a Lord of 
Session with the title of I^ord Medwyn. Mr. Forbes asserted 
that the idea of the Edinl)urgh Bank arose from perusal of one 
of the Reports of the London Society for Improving the Condi- 
tion of the Poor. 'Phis was, no doubt, how his own attention 
had been drawn to tlie subject, though it is equally certain that 
some of his fellow Directors had read the Ruthwell regulations 
which had been sent to the Edinburgh Society by Mr. Farqiihar 
Gordon, a Ruthwell heritor. This uncertainty of parentage led 
to one of the wordiest warfares in the history of savings banks. 
Mr. Forbes and Henry Duncan fought with vigour and some 
heat through the medium of open letters and in the columns of 
the Qiiarterl^' Review over the claims of their respective savings 
banks to be the real 'parent institution’. Mr. Forbes contended 
that the Edinburgh Bank for Savings ‘first brought the scheme 
forward so practically and recommended it so efficiently to 
public notice as to have ensured the progressive adoption and 
ultimate success of similar institutions throughout the empire’. 
He would have been well advised to content himself with this 
assej tion, for Dr, Duncan was prepared to concede that the 
precise share which each institution had in spreading the move- 
ment would ‘probably always remain in doubt’. But Mr. 
Forbes went on to suggest that but for the Edinburgh Bank ‘the 
Ruthwell Bank would, at this moment, have remained almost 
unheard of, and that the system of Banks for Savings would have 
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been just as extensively established, had that institution never 
existed’. This ungenerous reference brought on its autJior a 
reply which, though restrained in language, was devastating in 
effect. The parish minister, if he did not knock out the advo- 
cate, chased him round the ring and inflicted such severe 
punishment that he was clearly the victor on points. The 
Ruthwell Bank, he pointed out, had been started three and a 
half years before the Edinburgh Bank. The scheme was ex- 
plained in the Dumfries Courier in May of tliat year and was 
brought to the notice of others by correspondence. It was 
known to many of the Edinburgh Committee when they were 
discussing their plans for a savings bank in November 1813. A 
scries of papers was published in the Dumfries Courier in March 
1814, giving details of the Ruthwell plan, many of which were 
afterwards printed separately. The pamphlets and reports 
published at the end of 1814 and the beginning of 1815 by 
Edinburgh and Ruthwell were nearly contemporaneous but 
Ruthwell’s had by far the larger circulation. These and other 
facts were marshalled one beside another. ‘Facts arc stubborn 
things,’ wrote Dr. Andrew Thomson. ‘My heart is gladdened 
to see truth victorious; and in that great victory to sec the high 
tory tone of your opponent laid so completely prostrate.’ 

Ruthwell’s victory has rather tended to obscure Edinburgh’s 
contribution to the start of the savings bank movement. The 
savings banks which were started all over Scotland in 1814 and 
1815 were sometimes founded on the Ruthwell model and 
sometimes on that of Edinburgh. But in the long run it was 
the simpler Edinburgh model which prevailed. The main 
differences were that Ruthwell did and Edinburgh did not 
allow depositors a share in the management: Ruthwell did and 
Edinburgh did not make inquiries into the morals of the deposi- 
tors and impose restrictions on withdrawals and fines on the 
irregular saver. In both respects Edinburgh was proved right. 
Edinburgh Savings Bank was in fact as like an ordinary bank as 
the founders could make it. It received sums from is. upward 
and repaid them when required with interest at 4 per cent. 
Interest was paid on each 12s. 6d. accumulated and was calcu- 
lated by months. When the deposits reached ;^io they would 
be paid into any banking establishment of the depositor’s 
choice. Four directors, a secretary, and treasurer managed the 



48 Dr. Duncan of Ruthwell and 

affairs of the savings bank. Three persons officiated at the bank 
at the weekly sessions on Monday morning. One of them 
entered the deposit or witlidrawal on a slip which was handed 
back to the depositor. The slip, which had the rules on one side, 
soon developed into a pass-book. A second made the entry in a 
ledger and the third handled the money and kept the cash-book. 
The whole procedure was simple, sensible, and convenient. 
Yet the bank was not outstandingly successful. After five years the 
funds amounted to a disappointing result for the capital 

city, even if allowance is made for the transference of another 
£2^000 to Sir William Forbes & Go. on account of those who 
had reached the £10 limit. 

'Fhe movement in Scotland was now fairly launched. It was 
certain that the chartered and joint-stock banks would co- 
operate and no investment difficulties were therefore to be 
anticipated. It only remained to see whether sufficient trustees 
and actuaries could be found to enable it to spread to every 
district. 

'Fhe first response was from Alloa, which started a savings 
bank in September 1814 under the management of one of the 
Edinburgh directors and, of course, on the Edinburgh model. 
Soon afterwards the Ruthwell Bank had two children. Dr. 
Duncan persuaded the Rev. Robert Lundie, his great friend and 
loyal collaborator in all his subsequent efforts, to start the Kelso 
Parish Bank Society. Both in Kelso and Hawick inaugural 
meetings Avere held early in November 1814. It seems likely 
that Dr. Duncan was present at the meetings. Both banks 
opened for busi ness on 7 J anuary 1815. Hawick Savings Bank has 
the distinction of being the oldest Trustee Savings Bank in the 
country wilJi a continuous history, for the original Kelso bank, 
like the early banks at Edinburgh and Glasgovv, was eventually 
wound up. A new bank in Kelso was constituted on 23 February 
1849. he Haw'ick Bank, however, merely altered its name and 
adapted itself to the changing circumstances. Originally it was 
known as tJie ‘Hawick Bank for the Savings of Industry’. One 
of its most active founders and original subscribers was Mr. 
James Anderson of Wilton Lodge, a former secretary to Warren 
Hastings in India. After sixteen months of activity in this 
thri\’ing little wov)l-manufiicturing towm of 3,000 inhabitants, 
the deposits readied £1,2^"]^ and by 1820 they had grown to 
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3^4,500, due to over 400 depositors. Although the Ruthwell 
model was closely followed in Hawick for some years, it was 
found to be unworkable and the elaborate constitution gradually 
gave way to a simple one more on the Edinburgh lines. 

Meanwhile the Highland Society of Scotland, a very influen- 
tial body including nearly all the Scottish peers, heads of clans, 
lairds, and principal heritors in the country, had appointed a 
special Committee under the convenership of George Tait, 
advocate, ‘to consider what is the best mode of forming institu- 
tions of the nature of Savings Banks for receiving the deposits 
of labourers and others’. The Committee reported in November 
1814, and its report was circulated about the end of the year. 
It was a businesslike document, persuasive from its very reserve. 
It pointed out the deficiencies and disadvantages of friendly 
societies and mcnages. The latter were working men’s clubs, 
usually conducted on the premises of the local grocer or furni- 
ture dealer, in which small sums w’ere regularly put aside for 
future purchases — the forerunner of the countless Christmas 
Clubs, Clothing Clubs, and other Share-out Clubs of to-day. 
The report then summarized the chief differences between the 
Ruthwell and Edinburgh regulations, definitely favouring the 
latter. It concluded by a recommendation of the savings bank 
as an institution which ‘cannot do harm; which must do good; 
and v hich is so extremely simple in its nature, that it may with 
the greatest ease be established in every town and parish’. 
Here was a definite encouragement to the gentry to take part in 
the movement. 

The second Report of the Edinburgh ‘Society for the Suppres- 
sion of Beggara’ had been issued about the same time and the 
publicity it gave to its savings bank department served the same 
purpose with its mere limited public. It neatly summarized 
the advantages of a savings bank account. 

Tt relieves from want, without checking industry; it secures inde- 
pendence, without inducing pride; it removes those painful mis- 
givings which render the approaches of poverty so appalling, and 
often paralyse the exertions which might ward off the blow; it leads 
to temperance and the restraint of all the disorderly passions, which 
a wasteful expenditure of money nourishes; it produces that sobriety 
of mind, and steadiness of conduct, which afford the best foundation 
for the domestic virtues in humble life.’ 
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This Report was followed in January 1815 by Dr. Duncan’s 
Essay on the nature and advantages of Parish Banks which quickly 
went through two editions. A little later came Air. Forbes’s 
Short Account of the Edinburgh Savings Bank [containing directions for 
Establishing similar Banks, with the mode of keeping the Accounts and 
conducting the Details of Business). 

In June 1815 the Edinburgh Review lent its weight to the same 
cause. After describing the Ruthwell and Edinburgh plans, the 
article concluded on an almost lyrical note. Tt would be diffi- 
cult, we fear, to convince either the people or their rulers that 
such an event [the spread of Savings Banks] is of far more 
importance and far more likely to increase the happiness and 
even the greatness of the nation than the most brilliant success 
of its arms or the most stupendous improvements of its trade or 
its agriculture — and yet we are persuaded that it is so.’ Difficult 
indeed, when the country was celebrating the victory of 
Waterloo. 

The call to action was irresistible and the response was 
immediate. Unfortunately there is no complete record of the 
early Scottish savings banks, for some of them did not survive 
and, unlike the English and Irish banks, they made no returns 
to the Government before 1835. But the year 1815 certainly 
saw the establishment of savings banks in Glasgow, Aberdeen, 
Dundee, Perth, Hawick, Alontrose, Arbroath, Dumfries, Elgin, 
Forres, Kinross-shire (a county bank this), Jedburgh, Stone- 
haven, and Ettrick Forest. There was also a considerable 
number of small parish banks which have not survived; it is 
doubtful if any complete record of them remains, but amongst 
the early ones which are known to have existed at this time weic 
one in Clunic, Perthshire, started by Principal Baird of Edin- 
burgh University, a stalwart supporter of the Movement, one 
in the tiny parish of Glenbervie, the home of Robert Burns’s 
ancestors, and others nearby in Fordoun and Craig. The Rev, 
J. A. Leslie, the minister of Fordoun, wrote to Dr. Duncan some 
years later (30 April 1819) telling him of the progress of the 
little bank in his parish and adding: 

‘You we consider the father of Parish Banks and they will hand 
down your memory with well merited respect and affection to pos- 
terity. The persons who are now reaping benefit from them have 
good cause to bless you, and by the institution of them you have Con- 
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fcrrcd an essential benefit on your country. They have done much 
already to arrest the progress that was rapidly making among the 
lower orders in the country to Pauperism, and they will, I trust, ere 
long restore throughout Scodand that Independency of Character 
and that Oeconomy among the lower orders which were our boast 
but a few years ago. The interests of Morality and Religion will also 
be benefited by them.’ 

The procedure was similar in all cases. The provost or parish 
minister or the superior or principal heritor of the parish would 
call a meeting of citizens to consider starting a savings bank. A 
large and influential Board of Managers would be constituted, 
the most active and interested of whom would form a Committee 
of Management. Rules would be adopted on the Edinburgh or 
Ruthwell models with local variations. An agent would be 
appointed. He was usually known as the actuary. The word 
‘actuary’ was used vaguely at this time to denote any clerk or 
secretary to a company, particularly one ‘skilled in calculations’ 
such as the secretary of an insurance company or friendly 
society. Its adoption as the designation for the secretary of a 
savings bank did not escape criticism. ‘I object to the word 
Actuary, a word not very intelligible even to the learned’, wrote 
Edward Christian of Gray’s Inn in 1816. Yet the name con- 
tinued to be used of the chief officers of savings banks even after 
the establishment of the Institute of Actuaries in 1848. In 1927 
inquiries from the trustee banks showed that many of the most 
important banks favoured the change of the title to some other 
such as secretary, manager, or controller. But the designation, 
supported by well over a century’s usage, has persisted. The 
early actuaries were not always ‘skilled in calculations’, but they 
certainly did not seek to make their fortune by undertaking 
this public and semi-philanthropic work. They were perfectly 
aware that their fees in early years would be negligible and that 
they were taking on the task primarily as -a form of social service. 
Suitable premises would be secured — most unsuitable probably 
in regard to accommodation, but with lent sufficiently modest 
to justify taking them. The hat would be passed round for 
contributions to cover the initial expenses. Books would be 
purchased, advertisements put in the Press, and the savings 
bank’s active career could then begin. In view of the close 
association of the early Scottish savings banks with the banking 
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institutions of which they were definitely regarded as feeders in 
those days, it was not uncommon for the local bank agent to 
conduct the savings bank on bank premises — a feature which 
was unusual south of the border. But even where there was 
expert assistance of this sort with the book-keeping, the mana- 
gers themselves put in a great deal of voluntary work, attending 
at the weekly or monthly openings, taking a hand in all the 
transactions and checking and supervising the accounts. It was 
one of the greatest extensions of voluntary social service in the 
history of the country and it was carried out whilst the country 
was still at war or was just emerging into the disturbing days of 
post-war depression. 

By the end of 1815 Scotland was well covered with newly 
formed savings banks, except in the extreme north, though 
England had then only a comparatively few such institutions. 
The investment difficulties which were hampering the English 
pioneers and how they were solved by legislation in 1817 will 
be described in the next chapter. As the movement in Scodand 
developed on rather different lines it will be convenient to 
follow its fortunes here a litde farther, at the sacrifice of strict 
chronological sequence. 

This takes us back to Dr. Duncan, who was not only running 
his own bank in Ruthwell but corresponding with people all 
over the world about savings banks, writing articles and carry- 
ing out his parish duties with amazing vitality and energy. 
Letters poured in and it is said that about this time he spent 
£100 year on postages out of his slender income. One danger 
was constantly in his mind. Some legal difficulty might arise 
or some insecurity be exposed owing to the doubtful position of 
the savings banks under the Friendly Societies Act. Banks on 
the Edinburgh model would certainly not come under the Act 
and it was doubtful if even the elaborate Ruthwell regulations, 
framed with this end, achieved their purpose. He took legal 
advice. It was unfavourable. So he at once approached his 
Member of Parliament, Mr. W. R. Douglas, later Lord William 
Douglas, and put the case to him early in 1817. 

It was at this time that George Rose’s Bill was before Parlia- 
ment* and it would have been an easy matter to extend this to 
Scotland. But this did not appeal to Dr. Duncan or the other 

* Sec Chapter V. 
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Scottish savings banks with whom he was in touch. The pro- 
posal that savings bank iiinds should be invested in government 
debentures might appeal to England and Ireland which had 
peculiar investment difficulties, but Scotland was managing 
very well with the system of depositing with the banks at 5 per 
cent, and had no wish for this arrangement to be disturbed. 

So Dr. Duncan drafted a Bill suited to the Scottish banks and 
sent copies to the managers of all of them and other interested 
parties. The provisions were simple. The managers would be 
given a legal position on registering their Rules with the Justices 
in Quarter Sessions. They would have certain rights and privi- 
leges — exemptions from stamp duty, power to accept dis- 
charges from children and to pay small sums to the heirs of 
depositors who had died, without the expense of confirmation 
of executors. 

It seemed that no one could take exception to the useful and 
modest proposal. But the Edinburgh Society, still nursing a 
little grievance, no doubt, at the worsting of its champion in the 
battle of words two years earlier, was greatly annoyed at not 
being consulted about the new Bill. This was not Dr. Duncan’s 
fault. He had asked one of the Edinburgh directors to consult 
his Gommitcee about the Bill and send him their views, but this 
had been overlooked. The explanation, when it came, was too 
late to smooth the ruffied feelings of the Edinburgh Committee. 
They denounced the Bill root and branch. Dr. Duncan was not 
dismayed. He went to Edinburgh, appeared before the Com- 
mittee to state his case, enlisted many prominent Edinburgh 
lawyers on his side, corrected the Bill and then amended the 
corrected draft. But he could not shake the opposition. So the 
Bill had to go forward to the House of Commons with powerful 
Edinburgh interests intent on its destruction and the Lord 
Advocate himself frankly hostile. No one would have given 
much for its chances, despite the success of the English measure. 

But the opposition under-estimated Dr. Duncan. He began 
by publishing a Letter to W. R. K. Douglas, Esq., M.P., which did 
as much as pen could do to discomfit his adversaries. As a 
re\'iewer said, he ‘triumphed over them in every possible way — 
in fact, in argument, and in temper’. And then he went to 
London. ‘Once is quite enough for the head of a quiet Pres- 
byterizin Minister’ he wrote of his London visit after bis return 
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to Ruthwell. His short stay there was a ‘strange dream’ but 
there is little doubt he enjoyed it though he saw little of the 
London sights. One after another he tackled the leading 
personalities in both Houses. One after another they fell before 
his charm and persuasiveness or changed from a passive to an 
active support. Wilberforce was easy, of course, so was Glad- 
stone senior; Lord Minto and Sir John Marjoribanks doubtful; 
Sir George Clerk of Edinburgh and the Lord Advocate difficult. 
But they all, along with Canning, Macaulay, Rosslyn, Vansit- 
tart, the Chancellor of the Exchequer, and many others were 
either won over or neutralized and the Bill passed on 2 July 
1819. ‘You may carry with you’, commented Mr. Douglas, ‘the 
satisfaction of knowing that the Savings Bank Bill would not 
have been carried except by your visit to London.’ 

All the savings banks, including Edinburgh, took advantage 
of the provision of the Bill, which remained their charter for 
many years. The legalizing of their position gave them a fillip 
which was accentuated by the coming of rather more prosperous 
times. All would have been well if the development of the 
commercial banks had proceeded smoothly enough to allow 
them to continue their generous deposit terms. But they had 
their difficulties, their years of depression. They were compelled 
to reduce tlie interest to savings banks. In 1824 and again in 
1829 they could only offer 2J per cent, and during those years 
interest often fluctuated between and 5 per cent. Some of the 
Scottish savings banks sought to minimize the disadvantages of 
frequent and sometimes violent changes in interest by amending 
their rules to allow the funds to be invested with the Government 
or municipalities or on heritable security or even on good personal 
security. * But others began to see that the English savings banks, 
operating under Rose’s Act of 1817, had certain definite advan- 
tages. 

Dr. Duncan was amongst those who began to wonder whether 
the English system with a less fickle rate of interest combined 
with a government guarantee might not be an advantage. In 
1824 he suggested an optional extension of the English pro- 
visions to Scotland. A clause was drafted and introduced at 

* The Stonehaven Savings Bank, for instance, lent ,^,'2,000 at 5 per cent, 
to a Company operating a distillery, the directors giving personal guarantees 
of the loan in addition to the guarantee of the Company. 
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Dr. Duncan’s instigation by Mr. J. A. Ewing, M.P., when the 
English Bill of that year was before the House of Commons. 
But the Government took the line that optional provisions were 
too one-sided — ^it must be all or nothing. Uniformity and 
compulsion the Scottish banks were not yet wilUng to accept, so 
the proposal dropped for eleven years. These years served to 
bring more people round to the advantages of investing their 
funds with the Government. There were many financial crises. 
Several small joint-stock banks failed in the crisis of 1825-6 
which followed the South American investment boom. In 1834 
the well-known Edinburgh firm of Kinnears, Smith & Co. 
failed and a number of smaller banks also succumbed. The 
large banks weathered the storm but who could tell what the 
next crisis would bring? 

It was in 1835 that an Act was finally passed which enabled 
Scottish savings banks to deposit their funds with the Govern- 
ment and so become part of what was then known as a ‘National 
Security’, now as the Trustee Savings Bank system. All savings 
banks established after the passing of the Act were bound to be 
certified under its provisions. The susceptibilities of the easting 
banks were met by giving them the option of changing over — an 
option which most of them took. In fact many of them were 
by then languishing and badly needed some new stimulus. 
The Edinburgh and Glasgow Savings Banks were in such a'bad 
way that no attempt was made to revive them but new institu- 
tions under the 1835 Act were established in 1836. In the course 
of time most of the others changed over — Dundee, Perth, 
Aberdeen, Montrose, Arbroath amongst them. Only a handful 
remained and still remain under the 1819 Act but they include 
the flourishing banks at Airdrie, Greenock, and Dumfries. 
Although Dr. Duncan had a hand in the 1835 little 

R uthweli Bank did not take advantage of its provisions. It 
amalgamated in 1875 with the Annan Savings Bank which still 
carries on a useful work under the Act of 1819. 

Dr. Duncan died in February 1846, while conducting a 
prayer meeting in tire parish he had served for forty-seven years. 
There was a touch of sadness and a touch of heroism about his 
last years. For when the great Disruption of the Scottish Church 
occurred in 1843 was one of the 474 ministers out of some 
1,200 who left the estabh'shment for conscience’ sake and had 
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to start afresh. At an advanced age he had to find a new house, 
build a new church nearby at Mount Kedar and face the loss 
of his only regular income. His spirit was unbroken but the 
strain told on his constitution. 

The Disruption of the Scottish Church in 1843 was the final 
blow to the voluntary system under which the care of the poor 
in Scotland had been entrusted to the kirk session and heritors. 
This method of relief had already been found inadequate in 
many urban and industrial areas, where a compulsory poor rate 
had superseded it. A general change-over to the English system 
had been urged with force by Professor W. P- Alison* and others 
and could hardly have been indefinitely deferred. But the doc- 
trine of thrift and self-help, supplemented, where necessary, by 
private charity administered by the Church, which had been 
preached and practised by Dr. Duncan in his prime, had since 
been advocated fervently by Dr. Chalmers, whose eloquence, 
literary ability, and powers of leadership made him a formidable 
champion. The old system might have survived even longer 
than 1845, when the new Poor Law for Scotland was passed, 
but for the Disruption, which Chalmers himself led and which 
caused his aged friend to leave his old church and manse at 
Ruthwell. It is difficult to say how far the differences between 
the English and Scottish methods of relief of destitution affected 
the attitude to thrift of the labouring poor in the two countries. 
The Scottish system was certainly breaking down, but many 
observers, like Dr. Duncan and Dr. Chalmers, attributed the 
greater thriftiness of the Scots at this time partly at least to its 
long survival and the absence in Scotland of those abuses which 
were notorious in England before 1834 and some of which 
lingered on for many years afterwards. Certainly the responsi- 
bility of the parish ministers in Scotland for the relief of the poor 
made them more interested in encouraging thrift by the forma- 
tion of parish savings banks and accounts for the large part they 
played in putting Dr. Duncan’s views into practice throughout 
Scotland. Their task was made easier by the strong desire for 
independence and the thrifty habits of many of the country folk, 
characteristics which were certainly not of recent growth but 
had been helped by the widespread dislike of a rate-aided Poor 
Law\ 

* Observations on the Management of the Poor in Scotland^ 1840. 
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Though Dr. Duncan is remembered by his work for savings 
banks, he had many other distinctions. He was Moderator of 
the Church of Scotland in 1839. He achieved a considerable, 
though temporary, reputation by his writings, which included, 
in addition to those mentioned before, a novel, William Douglas^ 
and the Sacred Philosophy of the Seasons in four volumes — a daily 
commentary on the bounty of Providence in a style beloved by 
many of his contemporaries. He was a keen naturalist. His 
restoration of the old seventh-century Runic Gross which stands 
in the parish church of Ruthwell established him as an antiqua- 
rian of note. He even confounded the famous geologists of his 
day by proving the existence of the tracks of four-footed animals 
in the red sandstone of a neighbouring quarry — ‘one of the most 
curious and most important discoveries that has ever been made 
in geology’ according to Dr. Buckland. 

But above all he stands out as a most cultured and attractive 
personality — a man whose advice Henry Brougham was always 
ready to take, whose company Dr. Chalmers, Thomas Carlyle, 
Robert Owen, Edward Irving (founder of the Ir\dngite 
Churches), James Hogg (the Ettrick Shepherd), and other men 
of note were always glad to share. ‘The amiablest and kindliest 
of men* said Carlyle. His parishioners and friends showed their 
regard by erecting an imposing obelisk to his memory. It may 
still be seen on the site of the nov/ disused Free Church at Mount 
Kedar. Visitors to Ruthwell may also see the inscription on the 
savings bank cottage, the monument over his grave and the 
simple brass tablet in the parish church which confidently 
proclaims him ‘the father of Savings Banks’. 



Chapter IV 

THE BEGINNINGS OF SAVINGS BANKS IN 
ENGLAND AND IRELAND 

D r. Duncan did not expect his savings bank scheme 
to meet with the same success in England. He did 
not think the English beyond hope of salvation but 
enumerated four disadvantages which they would find it 
difficult to overcome, (i) The character and habits of the 
population. (2) The nature of the ecclesiastical establish- 
ment. (3) The system of poor laws. (4) The state of banking 
business. 

At first it seemed that he was right. During the years 1814 
and 1815 Scotland was covering itself with savings banks. In 
England by the end of 1814, apart from the pioneer institutions 
we have mentioned at Tottenham, Wendover, Hertford, and 
Bath, only a few places were feeling their way towards some 
bank for the savings of the industrious classes. At Liverpool 
and Bristol local charities were experimenting and success- 
fully proving the demand for some such institution. The 
Liverpool Society for Bettering the Condition of the Poor, 
which was formed on the model of its London namesake in 1809, 
started by promoting a friendly society and public kitchens. 
Keeping in view its declared principle that ‘the best relief the 
poor can receive is that which comes from themselves and that 
the most effective method of improving their conditions is by 
the encouragement of industry and prudence’, it appointed a 
sub-committee in November 1811 to draw up rules for a 
‘Mechanics, Servants’ and Labourers’ Fund’. This fund was 
duly launched and was a savings bank of sorts; by 1815 it had 
developed, under the benevolent despotism of Archdeacon 
Jonathan Brooks, into the Liverpool Savings Bank. The Arch- 
deacon’s influence was such that, alone among savings banks, 
the Liverpool Savings Bank did not sever its connexion with 
the charity wliich gave it birth till his death in 1855. In other 
ways also Archdeacon Brooks gave it a distinctive atmosphere. 
He never lost sight of his object of ‘bettering the condition of 
the poor’ and started a savings bank library which by 1838 had 
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over 150 volumes and a printed catalogue. Depositors could 
use the library on payment of a shilling a quarter. There is no 
record of how many took advantage of it, but some may have 
been deterred by the list of books, which began with Beattie’s 
Evidences, Beveridge’s Private Thoughts (2 vols.), Baxter’s Dying 
Thoughts, and Butler’s Analogy of Religion. There was also a 
‘Minor Bank’ at Liverpool associated with the main bank and 
presumably for children. 

The Bristol Savings Bank was an offshoot of a Society with the 
even less inviting title of the ‘Prudent Man’s Friend Society’. 
It seems to have begun operations at the end of 1812, or the 
beginning of the following year, and the deposits in 1813 
amounted to ;C536. Probably it was not at first quite self- 
supporting. Four per cent, was paid on each 25f. deposited. 
When the funds reached £^00 the Committee was authorized 
to invest them in freehold land or government securities. Qpite 
early in its career it started two branches and it continued to 
prosper until in the eighties it could boast of over half a million 
of funds. Unfortunately for the Movement, the trustees decided 
to close it in 1888 when the news of the Cardiff crash, which will 
be referred to later,* became public. 

The Chichester Savings Bank may have preceded it, for the 
proposal which resulted in its formation wais made on 26 Sep- 
tember 1812. Like the Servants’ Fund at Bath, its existence was 
made possible by the public spirit of personal guarantors, four 
in number. To limit their liability, the deposits of any individual 
could not exceed £y>. The rate of interest was 5 per cent, on 
sums oi £s and over until June 1817, when it was reduced to 
4 per cent. 

There seem to have been three other savings banks started 
before the end of 1814, but as none of them survived little is 
known of them. Lanc2ister (i February 1813), Wellington 
(Somerset) (January 1814), and Tavistock (29 September 1814). 
The Wellington bank, unlike the others, was conducted by a 
firm — Messrs. Fox & Sons. They admitted that it met with 
little response. 

That a dozen or so savings banks should have been started 
in different parte of England before the missionary zeal of the 
Scottish pioneers had time to penetrate south of the Border 

* See p. 236. 
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shows that the need was felt in both countries at the same time. 
England, however, still needed a Dr. Duncan to work out a 
system of general application, particularly one which would 
overcome the very real difficulties of investment. 

As the English banking institutions would not pay interest on 
deposits — certainly not at a rate which would enable a savings 
bank which placed its funds in their care to offer attractive 
terms to depositors — the promoters of savings banks were forced 
to choose between three methods of investment. The first was 
the method of the personal guarantors — a. method which never 
had any hope of forming the basis of a general movement on a 
national scale. The second was to invest the deposits in the funds 
and to offer a rate of interest to depositors slightly less than that 
obtained from the investments, so as to leave a little margin for 
management and emergencies. This still left a real risk that a 
sudden fall in the funds would jeopardize the stability of the 
institution. The third was to transfer to depositors the risks of 
fluctuation in the funds by making them proprietors of stock 
to the extent of their deposits. 

This last scheme was devised by the aged Dr. John Haygarth 
of Bath. His name was a household word in medical circles on 
account of his reforms in the treatment of fever patients and his 
studies of small-pox and the periods of incubation of infectious 
disease. At the age of 75 he turned his attention to starting the 
Bath Provident Institution for savings. Dr. Haygarth realized 
that the old Servants’ Bank in Bath, which relied on personal 
guarantors, could never extend much beyond the limits to which 
it had grown. He tlierefore produced rules for a new institution. 
Each depositor of or over was to become the proprietor of £1 
of stock in the public funds. The 5 per cent, stock stood at this 
time at under par, for a time as low as 92, and was the only 
stock purchased. The stockholder received four-fifths of the 
dividends, the other fifth being appropriated for expenses. 
Later the proportion reserved for management was reduced to 
one-sixth. This Bath Provident Institution was opened on 
1 7 January 1815, with the Marquess of Lansdowne as President. 
^4,000 was deposited the first year and by 1817 the figure had 
increased to £17,000. The appeal was still mainly to women 
who were assured in an early circular that they were ‘endowed 
with the largest share of the milk of human kindness’. The 
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credit for its establishment and early success was due to others 
besides the benevolent doctor — Mr. William Davis, Mr. Webbe 
Weston, and Colonel Enys. The Colonel, whose gout had 
driven him from the Army to the healing waters of Bath, was 
assured by a fellow officer that, ‘You, perhaps, have done as 
much service for our Country by your labours in forming and 
executing a Provident Institution, as if you had commanded 
and led into battle one of the grand divisions of the British Army 
at Waterloo’ — a. tribute which must have warmed the Colonel’s 
heart, if it did not relieve his gout. 

Several savings banks were founded on the Haygarth model 
in which the depositors were stock-holders. These became 
known as Provident Institutions, to distinguish them from the 
savings banks proper in which depositors were only con- 
cerned with cash transactions. Easily the most important of the 
former was the Provident Institution for the Western Part of 
the Metropolis, which was opened at Panton Street, Haymarket, 
on 15 April 1816. The initiative again came from the Society 
for Bettering the Condition of the Poor, which collected a most 
distinguished board of trustees and managers. The Duke of 
Somerset was president and one of the four trustees. Twenty 
peers, including the royal Dukes of Kent and Sussex, formed the 
vice-presidents. The sixty-two managers included several of 
those whose interest in thrift has already been mentioned — Sir 
Thomas Bernard, Patrick Colquhoun, William Wilberforce, 
Horace Twiss, and Joseph Hume. It was perhaps more sur- 
prising to find the Chancellor of the Exchequer, the Rt. Hon. 
Nicolas Vansittart, M.P., among them, for his advocacy of 
state lotteries was well known ; they were in his opinion ‘no more 
hurtful than other games of chance’. A caustic backbencher was 
moved to suggest in the House of Commons that the following 
would be an appropriate epitaph: 

Here lies 

The Rt. Honourable Nicolas Vansittart 
Once Chancellor of the Exchequer 
The Patron of Bible Societies 
The Builder of Churches 
A Friend to the Education of the Poor 
An Encourager of Savings Banks 
and a Supporter of Lotteries ! ! ! 
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The Rev. T. Malthus was a manager together with his fellow 
economist, David Ricardo; we find amongst the board the 
names of Edward Wakefield, the son of Priscilla, and the Rt. Hon. 
George Rose, M.P., who was also a trustee of the Bath Institute, 
but was more closely concerned with the Southampton Savings 
Bank. The most active of this vast board were Bernard, Colqu- 
houn, and Hume and three lesser lights who wrote useful 
pamphlets about savings banks — Horace Twiss, John Bowles, 
and John Kingston, Jun. The last named is said in a contem- 
porary leaflet by one of the trustees to have been the original 
projector.* Hume, however, was the principal publicist and 
the detailed account he wrote of the Panton Street regulations, 
together with his criticism of other schemes, shows how much 
thought was being put into the whole subject in England in 

i8i6. 

The bank was open on Mondays from 12 to 3 and Satur- 
days from 7 to 9. The actuary and one or more managers 
attended to receive deposits from sixpence up to any amount. 
New depositors had to sign a roll of parchment (which bore a 
35J. stamp) subscribing to the rules, and were handed a pass- 
book. The pass-book contained one column for deposits, repay- 
ments, and transfers; the amount of stock bought and its price 
were recorded in separate columns. A check column and date 
column completed the page. The pass-book also contained the 
rules and interest tables. All the funds were invested in 3 per 
cent. Consols. Bath, as we have seen, had chosen the Navy 
5 per cents., and consequently the Bath depositor did not 
become a stockholder till he had saved £i sterling. The Panton 
Street depositor, however, in the early days of the bank, became 
the proprietor of 3 per cent. Consols when his deposits 
reached 12s. 3^. He was credited with the dividends twice a 
year less a charge of one-sixth of the dividends for expenses. 
Fractions of a penny were disregarded. Although the depositor 
was in a sense a stockholder he could not himself sell his holding 
unless he arranged for it to be transferred to the Bank of Eng- 
land ; for all the stock was held in the names of the trustees who 
credited or debited the accounts of the individuals at the price 
prevailing on the first transfer day after the transaction. A 
depositor wishing to sell his holding had to give fourteen days’ 

* John Bowles, Reasons for the Establishment of Provident Institutions^ 1817. 
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notice. This was less than the twenty-eight days required at 
Bath, probably owing to the greater ease of handling stock 
transactions in London. Hume thought the period of notice 
beneficial as it prevented depositors from spending their money 
‘on any sudden whim’. 

The managers, who attended in rotation and whose work 
was, of course, honorary, kept a record of each day’s transac- 
tions in a cash-book which was compared with the actuary’s 
cash-book at the close of business. TTiey also held monthly 
meetings to review the progress of the bank. Hume was intent 
to show the business-like structure of the bank. Indeed he 
thought his fellow-trustees and managers too generous in pro- 
viding pass-books free to depositors instead of charging them 
the cost price of threepence each. It was his passion for economy 
and his inflexible individualism which led him later to be a 
rather embarrassing critic in Parliament of the financial basis 
of savings banks at a time when they were being run at a loss to 
the State. The Panton Street Bank moved before long to St. 
Martin’s Place and, during its first half century of existence, 
took a leading part in savings bank politics. ;^i,ooo was de- 
posited in the first month and the funds had grown to ;^i 6,348 
by I December 1817. 

Other experiments were being made in the Metropolis. The 
I.ondon Provident Bank under the Presidency of Sir Thomas 
Baring, Bt. (whose name also appears as a manager at Panton 
Street), w£is started on 23 July 1816 on the same model. The 
first actuary, Mr. James Hutcliinson, was ako actuary of the 
Bloomsbury Provident Bank at Southampton Row (now amal- 
gamated with the London Trustee Savings Bank) wliich dates 
from 10 February' 1817, and naturally followed the same plan. 
Its board, under the presidency of the Duke of Bedford, made 
its influence felt on many occasions during the nineteenth 
century. 

The St. Paul’s, Covent Garden, Provident Bank had no use 
for these other precedents. Mr. Barber Beaumont, its able but 
erratic founder, had a varied and adventurous career. He had 
achieved some success as a painter before he entered business. 
He had been nearly murdered by a madman. He founded the 
Provident Institution of London in 1806 under the patronage 
of many hundred noblemen and gentlemen. This institution 
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catered for Life Assurance, Fire Insurance, and a Deferred 
Annuity Section for people of small means. The Annuity 
Scheme was a failure. This led him to conclude that the poor 
would not tie up their savings in youth and middle age. So he 
started a small savings department and later was instrumental 
in founding the separate savings bank which met monthly in 
an office in St. Paul’s Church, Covent Garden. The distinctive 
features of his plan were his attempt at a democratic structure 
combined with a guarantee fi*om leading capitalists. The 
depositors were to elect a committee of twenty-four from their 
own number. Like Dr. Duncan he was probably influenced by 
friendly society precedents. I'his committee was distinct from 
the Committee of Management which was appointed from the 
inhabitants rated at or over, the members of the Vestry 
being ex officio members. The two committees met jointly to 
appoint the clerk and other officers. The funds were to be 
entrusted to a number of treasurers, ‘men of apparent wealth’, 
each of whom would be responsible for £200 or ^^300 on which 
he would allow 5 per cent, interest. The same rate of interest 
would be allowed to depositors of or over on a monthly basis. 
Deposits were repayable on demand but no one might deposit 
more than £20 in all. The Covent Garden Bank survived till 
1866 but never made much progress. But under Mr. Barber 
Beaumont it certainly found the limelight for a short time. 

The Bath and Panton Street Banks did a fine bit of pioneer 
work in England and showed how some of the disadvantages so 
shrewdly summarized by Dr. Duncan could be overcome even 
without government assistance. But the truth is that they made 
rather heavy weather. Prices of government securities began to 
fall. Even Joseph Hume admitted that depositors stood to lose 
under his system in the event of a long-continued depression of 
funds and that any long-continued rise in prices which would 
increase the value of their holdings was very unlikely. It soon 
became clear that some change in the method of investment was 
necessary. 

The same conclusion was being reached by those who were 
adopting the simpler though more risky procedure of accepting 
cash deposits with a promise to repay in full and investing the 
funds in fluctuating government securities. Such was the savings 
bank at Southampton, which opened for business on i January 
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1816, as a result of a public meeting held on 27 November 1815. 
The rules were drawn up on conservative lines and, like those of 
the Bath Provident Institution, served as a model for many 
other savings banks. They seem to have owed a good deal to 
the Edinburgh Savings Bank. The prominence of the Southamp- 
ton bank and of sister savings banks at Portsmouth and Win- 
chester was mainly due to the influence and enthusiasm of their 
President, theRt. Hon. George Rose, M.P., whose Observations on 
Banks for Saving quickly ran through three editions in 1816. The 
rules provided that the first collected should be lodged 

with the treasurer who would allow 5 per cent, upon it. The 
treasurer was, in fact, the banker who looked after the liquid 
balance. It was a weakness of the Southampton scheme that, 
before a bank could be started on the plan, a person of undoub- 
ted financial stability willing to take £200 repayable at call and 
allow 5 per cent, interest on the sum must first be found. When 
the funds reached this figure one half was to be invested in the 
public funds. Depositors were allowed 4 per cent, and Mr. 
Rose estimated that this rate could be maintained until the 5 
per cent, stock reached 125, for he did not expect the expenses 
to exceed £^o a year. As a further safeguard it was provided 
that as soon as a depositor had accumulated £2^ the sum was 
to be withdrawn and invested in the funds in his own name. 

It is interesting to find among the Southampton trustees Lord 
Palmerston, who had already begun his long parliamentary 
career and was making his reputation in the House as an assi- 
duous Secretary-at-War. Another of his colleagues was the Rt. 
Hon. Sturges Bourne, Canning’s friend, who also attained to 
Cabinet rank later. The Earl of Cavan, full of honours from the 
Napoleonic wars, was amongst the select band of founder 
trustees. 

The chief interest of the Southampton Bank, which still 
flourishes as a component part of the London Trustee Savings 
Bank, is that it served to foster the interest in the movement of 
‘old George Rose’ whose name for good or ill was the one most 
prominently associated with savings banks in England between 
1816 and his death in 1818. The English savings banks had 
been waiting for a dominant personality. They certainly found 
one. Mr. Rose’s efforts to secure the legislation in 1817 which 
established the present Trustee Savings Bank system and the 

F 
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feelings aroused by his close association with the movement will 
be treated in the next chapter. 

It is not possible here to sketch the history of all the savings 
banks established in England during the two years preceding 
the 1817 legislation. It is true that there was little prospect of 
the ground being as well covered as it was in Scotland but the 
combined effect of example and propaganda was seen in the 
fact that at the time of the 6rst Savings Bank Bill there were 
eighty savings banks in existence in England. 

A few of these deserve mention because of the important part 
they were to play in subsequent developments. The Devon and 
Exeter Savings Bank, for example, was almost contemporaneous 
with the Southampton Bank. The early meetings were held 
towards the close of 1815. The meeting at which the resolution 
to found the bank was passed was held under the chairmanship 
of Bishop Pelham on 4 December 1815, and the bank opened 
for business on 12 February 1816. In this case also nothing 
could be more distinguished than the list of trustees and 
managers. It was under the Presidency of Lord Rolle, a Tory 
of the deepest blue, who lived to vote against the Reform Bill 
and to be the subject of Radical lampoons, but was known in his 
own county for his benefactions and generous treatment of his 
tenants. The trustees included four Members of Parliament, 
including a member of the Acland family, the Bishop, two 
other peers and three gentlemen whose names were household 
words in Devonshire — Sir Henry Stafford Northcote, Bt., the 
grandfather of the Victorian statesman, Mr. Samuel Kekewich, 
and Mr. Samuel Frederick Milford, whose energy and initiative 
really carried the venture through. The trustees and managers 
at once put their hands in their pockets. Forty-three subscrip- 
tions of each came in and, with lesser sums, formed a most 
useful auxiliary fund of Subscriptions for starting savings 

banks were not uncommon. Indeed, some small fund to work on 
was really a necessity. But this sum of 7^468 raised in Fleeter 
was probably the biggest voluntary subscription in the country 
for this cause. 

The rules of the bank provided for investment in the funds 
on the Bath plan and the payment to depositors of four-fifths of 
the dividends, the otlier fifth being taken for expenses of manage- 
ment, ‘subject to quinquennial distribution of any surplus’. 
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This was no empty promise, for two distributions were actually 
made — one of in 1826 and ;C5,573 two years later. But 

the most interesting feature of the Devon and Exeter Savings 
Bank was its establishment of agencies throughout the county 
almost from the start of the bank. *We have virtually about 
sixty Savings Banks in our extensive county’, wrote Mr. Milford. 
T mean that we have established that number of respectable 
receivers of deposits, principally clergymen, in various towns 
and villages, adl of whom remit to our office the sums they 
receive on behalf of the Institution.’ 

Why the Exeter system was not generally followed, it is 
difficult to say. It was not for want of consideration of the best 
means of covering the whole country with savings banks, for 
this was one of the most frequent subjects for discussion among 
the pioneers. Dr. Duncan had hinted that ‘the Savings Bank 
established in the chief town of every district might be employed 
as a Central Bank by the inhabitants of such parishes as have 
not the means of erecting an independent establishment for 
themselves. In each of these parishes a Committee might be 
formed, with an agent, a collector and other office bearers, to be 
chosen annually by the depositors belonging to that district.’ 
Edinburgh early experimented with branches. In England 
Mr. Rose had tried to tap the districts surrounding Southamp- 
ton and on one day early in 1816 had himself obtained nearly 
fifty depositors in Christchurch in an hour. Liverpool had 
agencies in Huy ton and Winwick in 1818. There had been 
many suggestions for county banks. Mr. Edward Christian, a 
barrister of Gray’s Inn, had written a pamphlet in 1 8 1 6 strongly 
advocating the establishment of a Provident Bank, with 
branches, in each county. In spite of these early attempts to 
encourage an oi^ganized and comprehensive system based on 
the counties or large towns, the Exeter Savings Banks remained 
the only bank to de\'elop a really extensive agency system. 
These agencies remain a feature of the bank to this day. 

In Norwich the movement to start a savings bank was 
sponsored by Mr. John Hammond Cole, Receiver and Collector 
for the City and County, who is certainly entitled to rank as one 
of the pioneers, for he conducted a private savings bank for 
servants and apprentices from his house as early as 1812. In the 
sprii^ of 1816 he arranged for the establishment as a public 
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institution of the Norwich Savings Bank (now the East Anglian 
Trustee Savings Bank) on the Southampton plan. In this he 
had the co-operation of the Mayor and many prominent 
citizens. In matters of finance Norwich was at this time very 
much dominated by the Gurneys and we find Joseph John 
Gurney, the well-known philanthropist, on the Committee of 
Managers and other members of the family among the sub- 
scribers. 

Lincoln and Northampton Savings Banks were among the 
first to be established in the eastern counties and midlands 
where savings banks have always flourished. The first North- 
ampton Savings Bank closed in 1891, but its successor, started 
in 1934, accumulated in its first five years as much as the earlier 
venture secured in over sixty years. In York the savings bank 
which has grown into the powerful York County Savings Bank 
was started through the initiative of the Lord Mayor in the 
early summer of 1816. Shrewsbury established a savings bank 
about the same time and by steady progress over a century 
became the natural centre of the Trustee Savings Bank move- 
ment in the west midlands. Shropshire, often regarded as a 
slow starter, was, indeed, more active in 1816 than most coun- 
ties. Oswestry, Whitchurch, Newport, Ellesmere, and Ludlow, 
in addition to the county town, all had savings banks before the 
end of the year. 

The northern counties did not respond as quickly to the new 
movement and most of the larger towns were content to wait 
for legislation. Personal guarantors were doubtless more diffi- 
cult to obtain and the purchase and sale of securities slower and 
more costly. There were some interesting early ventures in 
Northumberland and Durham, of which, unfortunately, little 
is known. The village of Ryton in County Durham has laid 
claim to be the place where the earliest savings bank in England 
started. This savings bank was established by the Rev. Charles 
Thorp soon after he became rector of the parish. The earliest 
date for the opening of this interesting venture is, therefore, 
1807, which is some years after Mrs. Wakefield’s Tottenham 
Bank, though three years before Dr. Duncan’s Ruthwell Bank 
was started. The Ryton Bank was conducted for two hours on 
Saturday evenings from ‘The White House’, which still stands. 
No records appear to have survived as to the rate of interest 
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allowed on deposits or the methods of investing the funds, but 
a later record says that the bank was ‘of great benefit to the 
numerous bodies of forgemen, colliers, keelmen, and other 
industrious workmen in this and the neighbouring villages’. 
The savings bank at Bishop Auckland, opened on 3 February 
1815, was also one of the very early English savings banks 
started on the Edinburgh model. There is evidence of a central 
bank for the Glendale Ward in Wooler (Northumberland), 
which was established about this time and operated througl# 
local secretaries in a number of parishes. Berwick, Alnwick, 
Morpeth, Barnard Castle, and Durham all formed savings 
banks during 1816. 

Wales was practically untouched before the Act of 1817. 
Brecon and Bridgend alone took up the matter in 1816. In 
Ireland it was another matter, thanks again to the Church. The 
Rev. John Reade, the minister of the little parish of Stillorgan, 
south of Dublin, started a parish savings bank on i March 1815. 
It flourished, and when he moved to Clondalkiii, another 
parish not far away, he met with equal success there. They 
were semi-charitable banks. Dr. Reade allowed 5 per cent, on 
sums between loj. and £1^ and when an individual deposit 
exceeded £i he invested it in stock in the joint names of him- 
self and his depositor. Smaller sums were deposited in large fiat 
tin cases, each case containing fifty-four compartments. Each 
depositor had his own pigeon-hole, in which his deposits were 
placed together with a statement of his accounts. He was 
allowed a duplicate statement. This primitive and picturesque 
procedure was defended by Dr. Reade on the grounds that ‘the 
poor are always better pleased to see their money, and they, on 
that account, like to increase their little capital, and are excited 
to such industrious pursuits as will enable them to do so’. 

Quite a number of parishes in Ireland were encouraged by 
Dr. Reade’s example to form savings banks in 1816. The 
progress in Ulster was due to the early lead given by Belfast. 
On 21 November 1815, a letter appeared in the Belfast News 
Letter signed ‘Friend to the Poor’, giving particulars of the work- 
ings of the Dumfries Savings Bank and explaining that benevo- 
lent individuals were using every exertion to form a savings bank 
in the town. The population of Belfast at this time was rather 
under 28,000. Shipbuilding and the linen and cotton industries 
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were the mainstays of the town, linen not yet having taken the 
prominent place it was to take after 1830. Here again the 
movement was closely connected with local charity in its 
inception and early days. The House of Industry — a charity 
for giving work to the unemployed started by the Society for 
the Employment and Relief of the Poor (1809) — ^was chosen as 
the first meeting place. The local clergyman presided over the 
meeting on 19 December 1815, but the chief promoter was 
apparently a linen merchant named Michael Andrews, who 
acted as secretary of the bank for the next forty-four years. 
After the rules of the Edinburgh Savings Bank had been com- 
pared with those of Ettrick Forest, which were framed on Dr. 
Duncan’s model, the Edinburgh Rules were preferred and 
suitably adapted. A committee of fifty was appointed and the 
bank opened on 5 January 1816. The Belfast Commercial Bank 
allowed 5 per cent, interest, like the Scottish banks, and in 
return received the transfer of all accounts which reached 
The start was slow, for the cotton spinners were going through 
bad times and most of the early support came from servants. 
Less than f%ooo was in hand after twenty-six months. But the 
trustees never lost heart and their example was followed by 
many other smaller places in the neighbourhood during 1816 — 
Larne, Comber, Carrickfergus, Ramelton, Coleraine, Lisburn, 
Lurgan, Magherafelt, Broughshame, Londonderry, and the 
Bangor Corporation Depot. 

By the end of 1816 the movement to establish savings banks 
was still in its experimental stage, particularly in England, 
Wales, and Ireland. Scotland had found a system which might 
cover the ground with the aid of the chartered and joint-stock 
banks. In the rest of the British Isles the need for savings banks 
had been proved, the response to iheii’ formation had been 
tested, but there was no likelihood that without legislation the 
movement would attain national dimensions. The pioneers had 
done their work; it was for Parliament to give the much-needed 
recognition of, and encouragement to, a development of such 
promise. 



Chapter V 

GEORGE ROSE’S ACT AND ITS RESULTS 

T he rapid spread of savings banks between 1815 and 1817 
was welcomed with enthusiasm by the governing classes. 
Here was the first constructive and practical proposal for 
counteracting the growing pauperization of the community, 
restoring independence to the masses, stopping the growth of 
the poor rate, and giving the ordinary man and woman some 
interest in the financial stability of the country. 

But were there not dangers? Savings banks were growing up 
on many different plans. Some of them were obviously respec- 
table and well managed. Others might emerge as unstable as 
the less reputable friendly societies and so bring the promising 
movement into disrepute. Some measure of supervision of rules 
seemed advisable even to the most ardent believers in laisser- 
faire. There had been little attempt in England to bring savings 
banks within the scope of the Friendly Societies Act, as Dr. 
Duncan attempted to do in Scodand. There were other prob- 
lems arising. Various questions affecting the legal right of 
trustees to make certain payments needed to be cleared up. 
The fear of expensive litigation, as a result of some error or 
misunderstanding in the conduct of the business, was ever 
present. Stamp duty was onerous. Such matters needed the 
attention of the legislature in Scodand as well as England. 

But in England, Wales, and Ireland these aspects were com- 
pletely overshadowed by the need for some simplification of the 
investment problems of the trustees. When the trustees them- 
selves took the risk of depreciation in the funds, it was likely to 
become increasingly difficult to persuade suitable men to accept 
the responsibility. Where the risk was passed to the depositors 
as individual stockholders, there was a fear that a fall in the 
funds would cause criticism, if not acute hostility, on the part of 
those in whose interests the whole system was framed. 

Exaggerated hopes were no doubt entertained by some as to 
the significance of the new movement. 

‘In every new disciple of the Savings Bank’, commented a writer 
of a pamphlet on the Poor Laws in 1818, ‘I see at least two apostates 
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from the Poor Rate and in fifteen or twenty years there is no reason 
to doubt that the inherent and progressive principle of the Savings 
Bank will have not only stopped the progress but will have entirely 
routed the influence of its antagonist, the Parish Rate. Next to the 
road to the Church, I would teach the young the road to the Savings 
Bank.’* 

This was the situation to which George Rose turned his 
attention. If Dr. Duncan is the real father of savings banks, the 
Rt, Hon. George Rose, M.P., is the father of the Trustee Savings 
Bank system as it is now known — that is to say, the system under 
which boards of honorary trustees and managers are responsible 
for the management of local savings banks and are brought into 
touch with the State by investing their funds with the National 
Debt Commissioners. The passing of the Savings Bank Act of 
1817 was really his last achievement in a long and active life, 
for lie died in January 1818. He was almost the last of the 
Pittites. But although this fact gave him some standing as an 
elder statesman in the House of Commons, it brought him 
notliing but abuse from the leaders of the new industrial 
proletariat, who attributed to him and his friends and contem- 
poraries the responsibility for all the miseries and hardships of 
the war and post-war years. This was particularly unfair to one 
who, though he certainly had not omitted to look after his own 
interests, had shown a high degree of public spirit and a prac- 
tical interest in social reform. 

Rose w as a Scot, born near Brechin, He joined the Navy as 
a boy. Though only eighteen when he left the Service he had 
taken part in some fighting and been twice wounded. He 
obtained a comparatively humble place in the Civil Service as 
a clerk in the Record Office. His researches there into the early 
records of the House of Lords brought him into touch with 
people of influence and he became Keeper of the Records in 
1772 and Secretary of the Board of Taxes five years later. But 
his ambitions soared higher and he threw up his appointments, 
except for that as Keeper of Records, on being offered the post 
of Secretary to the Treasury under Lord Shelburne in 1782. It 
is true that this carried a salary of ;{^3,ooo a year but it was an 
uncertain political office. Indeed he lost it the following year 

* S. W. Nicoll, Summary View of Report and Evidence relating to the Poor Laws^ 
x8i8. 
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for a short time on a change of Ministry. Meanwhile he had 
formed a close friendship with Pitt. Pitt soon found him invalu- 
able. Rose was not only a most staunch supporter (‘an un- 
scrupulous encomiast* a critic remarked after one of Rose’s 
panegyrics of the statesman) but an ideal intermediary in the 
many delicate negotiations between members of his loosely knit 
party. Pitt first restored him to the Treasury where he instituted 
some reforms in the finances of the Department which had the 
effect of reducing his own emoluments as Secretary. He even 
refused an advance of 1,000 in his salary on the grounds that 
he had an income from certain other posts. These facts are 
worth recording because the many attacks made on him in 
later years were mainly aimed at his supposed cupidity. The 
acceptance of sinecures by politicians in the eighteenth century 
was taken for granted. It was justified on the grounds that it 
enabled men of ability to do public work without having to earn 
a living in any profession. Rose had at least as good a record as 
most. But he lived on into an age which was becoming very 
much alive to the abuses of the old system. His subsequent 
offices included those of Master of Pleas in the Court of Ex- 
chequer (for life), Verderer of the New Forest and Clerk of 
Parliaments, Vice-President of the Board of Trade, Joint Pay- 
master General and Treasurer of the Navy. He lefused the 
Chancellorship of the Exchequer in 1809 because he distrusted 
his ability as a speaker and feared he would not be able to carry 
through the policy of retrenchment in which he believed. He 
did not, of course, hold all these offices at once. He passed on 
the Mastership of Pleas to one son and the Clerkship of Parlia- 
ments to another. He was given an annuity of £^00 for his wife 
as compensation for giving up other work. In 1817 William 
Cobbett claimed that the receipts of the Rose family from public 
funds were 

Treasurer of Navy . . £4,324 per annum 

Keeper of Records . £400 „ „ 

Clerk of Parliaments . £4,946 „ „ 

Clerk of Pleas . . £2,187 „ „ 

These facts were used to whip up an agitation not only 
against Rose but against savings banks and there is little doubt 
that Rose’s close connexion with the banks in the years 1816 to 
1818 lost for them a certain amount of support from the working 
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classes in the industrial centres where agitation was now at its 

height. 

Yet Rose’s interest in such matters was no new thing. As early 
as 1 793 he had secured the passage of the Act which first gave 
legal recognition to friendly societies and offered substantial 
encouragement and relief from taxation to the societies which 
enrolled under its provisions. His belief in thrift was strengthen- 
ed as a result of his close study of the Poor Law at the time of 
Pitt’s abortive attempt at reform in 1 796. He later secured the 
publication of useful statistics about the amount being spent on 
the relief of the poor. After Pitt’s death, though Rose partici- 
pated frequently in debates in the House, he took less part in 
politics and more in philanthropic work. He helped to found 
the National Vaccine Institution; took great pains to secure the 
redress of the grievances of the Spitalfield weavers in 181 1 and 
then, when over 70, took up the cause of savings banks with the 
enthusiasm of a young man. Rose’s Friendly Societies Act must 
be followed by Rose’s Savings Banks Act. 

And so it happened, though not, perhaps, as easily as he 
expected. He first asked leave to introduce a Bill at the close of 
the 1815 session; but the discussion was postponed until the 
following April. In the interval Rose had received a letter from 
the trustees of the Belfast Savings Bank asking whether a Bill to 
obtain parliamentary sanction and protection for savings banks 
was in contemplation and expressing the hope that he would 
introduce such a measure. The trustees later formulated and 
sent to him certain suggestions but how far these were embodied 
in the first Bill is not known. Rose had no difficulty in obtaining 
leave to introduce the Bill. Mr. Vansittart, the Chancellor of 
the Exchequer, blessed the project and offered his assistance. 
The first Bill was therefore introduced on 15 May 1816. It was 
a modest measure, for the idea of investing the funds with the 
Government had not yet occurred to Rose. The trustees were 
to enrol themselves as a savings bank at Quarter Sessions. The 
Rules were to be left with the Clerk of Peace. Officers entrusted 
with money were to give security. The only contentious clause 
was that providing that depositors should not be prevented 
from applying for parish relief. 

The Bill, in fact, did not go nearly far enough. Rose recog- 
nized that it was capable of improvement and withdrew’^ it. 
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There was some criticism of its details by the English savings 
banks and it was already clear that Scotland^ or at least Edin- 
burgh, would oppose inclusion by tooth and nail. Nor had the 
Bill escaped the eagle eye of the great Radical, William Gobbett. 
Gobbett was now at the height of his power as a popular writer, 
though his more enduring work — the English Grammar and 
Rural Rides — ^was yet to come. Through the medium of his 
Register^ his own interpretation of political happenings and 
social conditions was becoming well known and the influence 
he exerted was astonishing. The Register had a prodigious sale 
and still more prodigious circulation in 1810, according to the 
Edinburgh Review. In the autumn of 1816 he was able to secure 
a still wider public by bringing out an abridged unstamped 
edition at 2d. in addition to the stamped edition at is. o\d. 
Through the columns of this paper he became, as Hazlitt said, 
‘a kind of fourth estate in the politics of the country*. After his 
conversion to Radicalism about 1806 he became a bitter critic of 
the Pittites and of almost all that Pitt had stood for. Taxation 
and the national debt were the shackles imposed by the Pittites 
on the common people. Pensions and sinecures were the 
evidence of their corruption. Gould any good come out of such 
a representative of this faction. as George Rose? 

‘Mr. Rose, who with his pockets full of the public money, derived 
from sinecures and salaries, made himself the head of a project for 
establishing what he called Savings Banks, which project, absurd and 
ridiculous as it is, will, I have not the smallest doubt, be imitated in 
your Country.* 

So he wrote in a letter to the people of the United States of 
America which appeared in the Register of 7 September 1816. 

‘A project to get from labourers a part of their present income in 
order to collect it into a fund for their relief. It was very clear that 
they had not the means of furnishing themselves with a sufficiency of 
food and raiment out of their wages and, therefore, it was proposed 
to induce them to give up part of those wages in order to form a fund, 
to be drawn upon by them at a future time. Stupidly eager as the 
Nation is to be carried away by every new sound, I must confess that 
it did receive with shrugged up shoulders and with a sort of smile the 
Savings Bank project of George Rose, who, besides, begins to smell 
pretty strongly of the immense sums of the public money which he 
has received.* 
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John Smith, another Radical speaker, stimulated no doubt by 
what he had read in the Register, spoke on similar lines to the 
Bolton weavers in October i8i6. 

‘The very man who has amassed a large fortune and is in daily 
receipt of large sums out of taxes comes before you weavers, who can 
scarcely earn a pound of meal a day for each in your families, and 
talks of your savings which he advises you to deposit in his famous 
Savings Bank. For what real object? Why that the hardy and in- 
dustrious journeymen and citizens of the country may club their 
money together and have it placed in a thing called the funds, that 
is, to make it part of the great debt, by which means you would tie 
yourselves to the present system of mismanagement and would be 
silenced as to any reduction of those taxes required for paying the 
interest of those funds.’* 

Cobbett returned to the charge in an even more virulent 
attack on 4 January 1817, under the title ‘A New Year’s Gift 
to Old George Rose’, in which he again denounced the ‘Savings 
Bank Bubble’. 

‘Ihe Company of Projectors who, in the reign of George the First, 
wanted a Charter granted them for the purpose of “makingdeal boards 
out of sawdust” just saves you from the imputation of having, in the 
Savings Bank Scheme, been the patron of the most ridiculous project that 
ever entered into the mind of man. This scheme was, it seems, of Edin- 
burgh origin. That scat of all that is servile in politics and religion.* 

Old George Rose, however, was not deterred. On 5 February 
1817 he reintroduced his Bill. Scotland was now excluded. 
Ireland was to be dealt with by a separate Bill. The really 
important provision was that which required the trustees 
to pay the money they received, other than was needed 
for the transaction of day-to-day business, into the Bank of 
England to the account of the Commissioners for the Reduc- 
tion of the National Debt. Debentures would be issued for 
the sums so deposited on which interest would be allowed at 
the rate of 3^/. a day ot ^^4. i is. ^d. per cent, per annum. This 
was a generous rate, for the price of Government Securities had 
risen since the days in 1815 when 5 per cent, was obtainable. 
The price of 3 per cent. Consols rose from 56 J in August 1815 to 
61 1 in November of that year. It remained between 61 and 63^ 
during 1816 but in 1817 the improvement was marked. In 
* From report in the Liverpool Mercury, 4 Oct. 1816. 
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February the figure was 65 in May 72 in August 8o|, and by 
November 83, So that at the time the Government were offer- 
ing savings bank depositors £4. iis, ^d. per cent, the yield on 
3 per cent. Consols was only about £3. 155. per cent. It was 
no doubt felt that money spent to encourage thrift amongst 
the working classes was justified on philanthropic grounds and 
might also bring some return by reducing the amount spent on 
the Poor Law. The complications of an uneconomic rate of 
interest were not yet clearly foreseen. 

The money was to be kept in a separate account at the Bank 
of England, known (as it is to-day) as the ‘Fund for the Banks 
for Saving’. Here at last was the solution of the investment 
difficulties of the English trustees — a solution which proved to 
be both permanent and satisfactory. The security was the best 
possible — the Consolidated Fund of the United Kingdom — and 
the money deposited would always be repaid to the trustees 
pound for pound. The voluntary nature of the management was 
also clearly defined in the Act — no treasurer, trustee, or mana- 
ger was to derive any benefit whatever from his office. The 
limits of individual deposits were to he £100 the first year and 
a year thereafter, except for friendly societies which might 
deposit without limit. Privileges affecting stamp duty and the 
distribution of small estates were included in the Bill and other 
clauses were inserted to clear up minor difficulties of adminis- 
tration which had already been experienced. Rules embodying 
these provisions and bonds of security for the treasurer and officers 
handling cash were to be lodged with the Clerk of the Peace. 

Savings banks were the subject of much legislation during the 
next century, but here in 1817 the two most fundamental 
principles were laid down — ^honorary management and the 
investment of the funds with the State. Conditions in the 
country were going from bad to worse. Distress was acute and 
was fostering agitation which was thought by the more timid to 
be subversive of the whole Constitution. The Habeas Corpus 
Act was suspended and Secret Committees were appointed by 
both Houses to discuss the revolutionary tendencies. But old 
George Rose went serenely on his way, answering first the 
criticism of General Thornton, M.P., who objected to the high 
rate of interest, then of some of the more independent savings 
bank pioneers — ^Barber Beaumont, the Rev. Lloyd of Hertford, 
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and the Norwich trustees — who objected to the removal of the 
discretion of trustees in the investment of the funds. Then he 
was faced with more serious opposition, which indeed threatened 
to wreck the Bill, to the clause which provided that a person 
should not be deprived of parish relief if he had money not 
exceeding in the savings bank. This proposal shocked 
those who thought that such a departure from the strict test 
of destitution would still further weaken the administration of 
the Poor Law. But Mr. Rose insisted that the provision would 
reassure those amongst the poor who feared the Bill was intended 
to get rid of the poor rates. Even Brougham, who claimed to be 
in close touch with working-class opinion, could not stomach 
another clause which would have allowed parishes to give 
premiums of 6j. or 7^. 6 d. to those who saved regularly. This 
was ‘coaxing and cajoling people into industry and economy*. 
Rose gave way on the latter clause but stuck to the former, 
which was passed by sixty votes to twenty-seven in the House of 
Commons only to be thrown out in the Lords. The remainder 
of the Bill, however, was approved by both Houses and received 
the Royal Assent on 12 July 1817. Old George Rose lived a few 
months after its passing, long enough to see the immediate 
response in the formation of new savings banks throughout the 
country. About 150 such institutions were formed within 
twelve months. He would have asked no better reward. 

Meanwhile the Irish Bill, for which the Belfast trustees had 
pressed, wisely steering clear of these Poor Law obstructions, 
had been given a smooth passage, with the result that it actually 
became law a day before the English Bill. In other respects it 
was much the same as the English measure, except that the 
limit of deposit during the first year was instead ;{^ioo. 

By these two Acts of 1817 the English and Irish savings banks 
were brought into association with the National Debt Commis- 
sioners, a statutory body which has ever since been intimately 
associated with their management and progress. Their Com- 
mission dates from the Act of 1786, creating the Sinking Fund, 
passed during William Pitt’s first administration. The original 
ex qfficiis Commissioners were the Speaker of the House of 
Commons, the Master of the Rolls, the Chancellor of the 
Exchequer, the Accountant-General of the Court of Chancery, 
and the Governor and Deputy-Governor of the Bank of Eng- 
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land. The Chief Baron of the Exchequer was added in 1 808, 
but four of these seven distinguished office-holders seldom took 
part in directing the work of the Commission after the first few 
years. The active Commissioners were naturally those who 
were concerned with Government Loans — the Chancellor of 
the Exchequer and the Governor of the Bank of England and 
his Deputy — and their duties were carried out by a Comptrol- 
ler-General and the staff of the National Debt Office. Much 
controversy arose later in the century about their powers under 
the Savings Bank Acts and there is no doubt that many thought 
that by these Acts of 1817 the Government was accepting full 
responsibility for the savings banks certified under them. This 
was not, of course, the case. The National Debt Commissioners 
became the savings banks’ bankers; they had no responsibility 
to individual depositors, though the return to the trustees of the 
banks of the money lodged with 'them was guaranteed on the 
security of the Consolidated Fund. 

The early procedure was something like this. The Commis- 
sioners would obtain from each certified savings bank a list of 
the trustees and specimens of their signatures. When there was 
more money in the local savings bank than was required to 
meet expected withdrawals, two of the trustees would sign an 
Order to invest the surplus with the Commissioners. This Order 
would be sent through a London agent to the National Debt 
Office, which would instruct the Bank of England to credit the 
sum to the ‘Fund for the Banks for Saving’. In early years a 
form of debenture was issued to the trustees in return for the 
investment, but this was found inconvenient, as it necessitated 
the surrender of the debentures at the Bank of England when 
money had to be withdrawn; so a simple form of receipt was 
substituted. The Commissioners had no legal responsibility for 
the money retained at the local savings bank, but they received 
certain statutory returns from the banks and it was not very clear 
how far they were supposed to be put on inquiry if the returns 
were delayed or unsatisfactory and whether they really had super- 
visory duties in the interests of the depositors. They were at first 
inclined to disclaim any responsibility except as bankers, but, as 
the years passed, their powers of control and supervision grew. 

Once the money was banked with the Commissioners, the 
local trustees had no concern as to how it was invested, though 
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they assumed, as will be seen later, that it was invested in the 
way to give the highest yield consistent with the necessary 
degree of liquidity. When the Fund was small, the matter of 
investment was unimportant, but, as it grew, suecessive Chan- 
cellors found it useful for various Treasury purposes and claimed 
complete freedom in their use of it within the limits allowed 
by the governing Statutes. Normally the Comptroller-General 
would invest the free balance in government stock on his own 
initiative. This was the invariable custom at first, but after 1828 
there were times when the Chancellor of the Exchequer would 
instruct him to buy Treasury bills. When any of the Fund’s 
securities had to be realized, it was customary for the Comp- 
troller-General to take instructions from the Chancellor. These 
transactions were not divulged to the savings banks or, indeed, 
to the House of Commons and the growth of suspicions as to 
what was going on behind the scenes evidently began before 
the new Acts were many years old, though it did not become 
a matter of public discussion until the forties and fifties. But 
in the days of great activity following the passing of Rose’s 
Acts, the National Debt Office gave enthusiastic encouragement 
to the hundreds of savings banks desiring to take advantage of 
the new provisions and the official Trustee Savings Bank system 
started with close and cordial co-operation between local trustees 
and this comparatively unknown government department. 

Mr. John Tidd Pratt, who in his official position of Savings 
Bank Barrister (1828) compiled most of the early statistics 
relating to savings banks, records that previous to 1817 there 
were seventy savings banks in England, four in Wales, and four 
in Ireland. These figures would appear from the particulars 
quoted in Appendix I, all of which are from official sources, to 
have been an understatement. But the following figures show 
the immediate effect of the passing of the 1817 Act. 
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There are no ofRcial figures of savings banks in Scotland until 
the statutory provisions governing the English banks were 
extended to Scotland in 1835, but it is said that by 1819 there 
were 182 such banks. It will therefore be seen that by the end 
of 1818 there were something like 465 separate savings banks in 
the British Isles. All except about six had been started within 
four years. Such figures speak for themselves. It was one of the 
most rapid and spontaneous movements in our social history, 
for it must be remembered that there was no central organiza- 
tion to stimulate its growth. The exertions of a few enthusiasts 
had roused the whole country. Savings banks were at last not 
only in the news but on the map. 

The savings banks started in 1817 were mainly small ones 
but seven at least have grown to positions of importance in their 
own districts — those at Bolton, Chester, Taunton, Boston 
(Lines.), Leicester, Reading, and South Shields. Twenty others 
continue to flourish to an equal degree as parts of larger units 
formed as a result of amalgamations a century or so later. 

Of the 132 savings banks started in 1818 two — those at Man- 
chester and Hull — were to share with the savings banks at St. 
Martin’s Place (London), Liverpool, Glasgow, and Edinburgh 
the distinction of leading savings bank thought and formulating 
its policy during the nineteenth century. The Manchester and 
Salford Savings Bank (as it is now called) was established as a 
result of meetings convened by the borough-reeves and con- 
stables in December 1817. It opened on 5 January 1818, with 
the Bishop of Chester as president and the Members of Parlia- 
ment, the Chairman of the Quarter Sessions, the Magistrates, 
and a number of other prominent gentlemen as vice-presidents. 
Seventeen trustees and fifty-nine managers composed the board, 
the large number being due, as in other savings banks, not so 
much to a desire to secure many influential names as to the need 
for spreading over as wide a circle as possible the duties of 
attendance at the transaction of business and so reducing the 
amount of voluntary service required from each manager. In 
Manchester as elsewhere the managers were active and con- 
scientious in the early years but the more firmly did the bank 
become established the more arduous did their duties become 
and the more difficult was it to secure their regular attendance. 
The Manchester Savings Bank made such rapid progress that 

o 
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it was not only able to increase its actuary's salary to 150 a 
year in 1822 but to appoint a full-time assistant at per 
annum four years later. 

Even these modest salaries were quite beyond the means of 
the vast majority of savings banks during the first half of the 
nineteenth century. Small savings accumulate very slowly in 
the early stages. The savings banks which were receiving 
I IS. 3^. per cent, from the State as a rule credited their 
depositors with 4 per cent, on every 12s. 6 d. deposited. From 
the margin of i is. ^d. per cent, a deduction had to be made for 
the uninvested funds, which in the early days of the bank were 
bound to be proportionately high and earned no interest. As an 
offset there was some small saving due to the fact that balances 
under 12s. 6 d. (or in some banks 20s.) received no interest. It 
is doubtful if any of the early banks could rely on more than 
loj. per cent, for management. Later, when the State reduced 
its interest, the margin for expenses decreased as the reduction 
in the rate credited to depositors was generally less than that 
allowed to the trustees. In the smaller towns the most that the 
trustees were able to offer to the actuary, secretary or treasurer 
who looked after the books and the money was an honorarium 
of from to £20. The rest of the work was honorary. 

The savings banks in the larger centres of population, if they 
were well managed and successful, might accumulate 
in five or ten years and so secure a regular income of not less 
than £250 for salaries, rent, printing, and stationery, and other 
incidental expenses. Even in 1841, when most of the 555 savings 
banks in the British Isles had been in existence for nearly a 
quarter of a century and catered for 841,000 depositors, only 
33 in England, 2 in Scotland, and 4 in Ireland had funds of over 

1 00,000. It was, therefore, the few which could attract full- 
time officers of education and ability to give continuous thought 
to savings bank problems which naturally took the lead in 
organizing the development of the movement. The trustees and 
managers were all leading men in tlieir own localities, able and 
willing to exercise influence when the interests of their banks 
were threatened, but too busy to deal with the many problems 
which naturally arose in a new and rapidly growing movement. 
The Manchester bank took less than twelve years to accumulate 
p{^200,000 of deposits and 6,600 accounts. It had outstripped 
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the number of accounts of its neighbour at Liverpool which had 
started several years earlier; but Liverpool had the advantage 
in funds, which exceeded £265,000 in 1829. 

The Hull Savings Bank started modestly in a room in Market 
Place, equipped with a small table, six chairs, a lamp, three 
candlesticks, a cash-box, and a cash-book. The Mayor presided 
at the first meeting, when the usual resolutions were passed and 
a patron, a president, four trustees, and fifty-two managers (one 
for each week) were appointed. The moving spirits were a clergy- 
man, the Rev. G. Lee, and a prominent layman, P. N. Crosse, 
Esq. From the beginning the Board acted with great energy. 
They sent out a circular to ‘the Industrious’. After pointing out 
that, as trustees, they were perfectly disinterested, and stressing 
some of the obvious dangers of hoarding money at home, and 
some of the weaknesses of friendly societies, they concluded with 
a panegyric of savings banks. 

‘Savings Banks ensure competency — competency inspires dignity 
and independence of mind. These render their possessor superior to 
low, dishonest and grovelling arts. He thus becomes a man in the 
strictest sense of the word. He becomes sufficient to himself, leaning 
on no borrowed staff, putting himself at no fellow man’s dbposal, 
soliciting no alms, nor bending submissively under a sense of obliga- 
tion in the presence either of a generous or haughty benefactor.’ 

They followed this up with a circular to owners and managers 
of fishing vessels. At the end of the first year they were so 
pleased with the progress made that they invited the depositors 
to meet the trustees and managers. No less than £34,000 had 
been deposited in the first twelve months, a result which made 
it virtually certain that a flourishing savings bank with a full- 
time staff would support itself successfully in the city. 

The following year, however, the trustees had to face some- 
thing of a run owing to the circulation of an amazing rumour. 
Someone spread it abroad that the Government was about to 
seize the effects of friendly societies and savings banks to pay off 
the National Debt. It seems almost incredible that such a crude 
suggestion should obtain wide currency and become, indeed, 
the talk of the town. Nor was it confined to Hull, for it was 
prevalent in industrial districts of Lancashire. A question was 
asked in the House of Commons. The Chancellor of the Ex- 
chequer was indignant. ‘Even after the experience of the extent 
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to which malignity and absurdity could go in the propagation 
of reports injurious to the administration, he had not been 
prepared for such a rumour as that alluded to. There was not 
the smallest foundation for it either in fact or possibility/ Soon 
the funds withdrawn began to return and the Hull Savings 
Bank continued to make steady progress. After ten years there 
were 4,000 depositors and nearly 70,000 of funds. Although 
the years 1829 to 1831 were years of national distress resulting 
in some falling off of deposits, the surplus funds continued to 
grow and in 1830 the trustees decided to take the original step 
of using part of the accumulated surplus to start a school Tor 
educating at a cheap rate a limited number of boys, children 
of depositors or boys being themselves depositors’. Thrift was 
not the only virtue required of the children, for by the first rule 
the parents were required to see that they attended punctually 
and that their ‘hands and faces are clean, their hair combed and 
cut short*. This school, the only savings bank school, closed in 
1851, following discussions with the National Debt Commis- 
sioners. It was an interesting experiment at a time when free- 
dom to experiment in methods for encouraging thrift was less 
circumscribed than at present, and when the education of the 
poor was dependent on voluntary initiative. 

A general history of savings banks clearly cannot trace the 
histories of all the individual savings banks. This must be left 
to the local historians. The records of most of the 132 savings 
banks started in England, Wales, and Ireland in 1818 have 
probably disappeared, as only 32 of these have a continuous 
history down to the present time. The 100 which closed between 
1861 and the end of the century were mostly in small communi- 
ties. Where larger communities were ser\"ed, the closing of the 
original bank has in many cases been followed within the last 
twenty years by the opening of a new Trustee Savings Bank or of 
a branch of a neighbouring bank. Among the 32 survivors, in 
addition to the Manchester and Hull banks, are those at New- 
castle-on-Tyne, Nottingham, Devonport, Derby, Leeds, Hud- 
dersfield, Carlisle, Warrington, and Dublin. 

After 1818 the opening of new banks proceeded, but at a 
reduced pace. There was not a single year between the passing 
of the first Act and the coming of the Post Office Savings Bank 
in 1861 in which at least one bank was not started. The Shef- 
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field Savings Bank was easily the most important of the thirty- 
nine started in 1819. Opening rather inauspiciously in Nov- 
ember, when Sidmouth’s ‘Six Acts* were before Parliament to 
the dismay of the trade unionists and reformers, it was at first 
regarded with some suspicion in working-class circles, suspicion 
which grew when the local Press suggested that the workers should 
put their sixpences into the savings bank instead of into illegal 
combinations. The feeling that the new organization was a 
device to get the money of the poor into government control 
died slowly. But thanks largely to the persistence and enthusi- 
asm of James Montgomery, the poet and journalist, the Sheifield 
Savings Bank soon became firmly established. The Duke of 
Norfolk as first president and Earl Fitzwilliam as vice-president 
headed the list of subscribers. The sixty directors included 
fourteen clergymen. James Montgomery seems to have been in 
touch with Dr. Duncan. He was also a friend of Wilberforce, 
whose interest in savings banks and particularly the Hull 
Savings Bank was well known. By 1824 the funds had risen to 
over ;^50,ooo, although the bank was still conducted in a small 
rent-free room only four hours a week. The ill-fated first Cardiff 
Savings Bank opened the same year. 

1821 saw the Wigan Savings Bank opened. The next year two 
more Lancashire banks which have always prospered, Ormskirk 
and Bury, followed suit, and the movement extended to the 
Channel Islands with the establishment of the Guernsey Savings 
Bank. Jersey followed in 1834. Among the larger Trustee 
Savings Banks founded in the first half of the century were 
Stockport and Sunderland (1824), Swansea (1827), Ashton- 
under-Lyne (1829), Blackburn (1831), Coventry (1835), the 
second Glasgow and Edinburgh Savings Banks (1836), Ply- 
mouth and Dunfermline (1837), Paisley and Kirkcaldy (1838), 
Inverness (1840), Stirling (1842), Falkirk, Leigh (Lancs.), and 
Ghorley ( 1 845). The Chorley Bank was started by the Rev. J. 
Streynsham Master, whose father had founded the small 
savings bank at Croston (1818) and whose son later succeeded 
him as president at Chorley. 

This rapid survey of a few of the early savings banks gives 
only a very general idea of the way in which the new movement 
spread during those years and the people to whom the credit is 
due. There was no central direction. The initiative, except in 
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Scotland, which was canvassed from Ruthwell and Edinburgh, 
came from each locality. It is, therefore, fruitless to seek a 
general explanation as to why savings banks were started 
earlier in some places than others. Mr. John Davison, M.A., 
a Fellow of Oriel College, Oxford, in the course of a pamphlet 
on the Poor Laws in 1817, wrote: 

‘These institutions of economy have made less progress, I believe, 
hitherto in the manufacturing counties than in many others. Is this 
slow adoption of a benefit precisely made for them owing to the ex- 
treme exhaustion of those counties; or to another cause and a cause 
intimately connected with their welfare in a thousand points of view 
— absence of the guiding care and influence of men of weight and 
public spirit to give things a proper direction?’* 

Certainly some of the county towns like Exeter, Chester, Nor- 
wich, Leicester, Lincoln, Hertford, and Shrewsbury could draw 
more freely on the services of wealthy landowners and members 
of the aristocracy. This was no doubt a help. Substantial 
subscriptions could easily be raised and there was no difficulty 
in securing trustees whose names were a sufficient guarantee to 
the public of financial backing. This may account for the early 
start made in such places. But there were other towns early in 
the field, in which the townsmen acted equally vigorously 
independently of, or with little assistance from, the county 
families — Hull, Manchester, Bolton, Leeds, Sheffield, Belfast, 
Derby, Ashton-under-Lyne, and Sunderland among them. In 
such places employers, merchants, and professional men took 
the lead, usually at the instance of the mayor, but sometimes 
through some active representative of the Church or some private 
philanthropist who had read the pamphlets of Dr. Duncan, 
Forbes of Edinburgh, Bernard, Rose, or Hume. The distinction 
between industrial towns and county towns cannot be carried too 
far. York was predominantly a townsman’s bank, though three 
landowners were prominent supporters. Wigan and Warring- 
ton were predominantly county. In most of the early banks the 
clergy were prominent, though wisely they did not always 
accept the office of trustee with all its financial implications. 

The boards of directors, as they were often called in early 
days, or trustees and managers, were sometimes very large, from 


* John Davison, ConsukraHon on Poor Laws, 1817. 
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fifty to eighty being not an uncommon number. Probably by 
1820 there were over 20,000 honorary trustees and managers 
directly engaged in promoting thrift throughout the British 
Isles. In some places there seems to have been a social distinc- 
tion between trustees and managers, but the constitution of the 
boards was far fix>m uniform. Some banks appointed no mana- 
gers, the whole governing body being designated ‘trustees’. 
Elsewhere the trustees were few in number, perhaps four or six. 
The commonest constitution provided for about ten or twelve 
trustees and fifty or more managers. Even in these cases there 
seem at first to have been very few instances of a clear distinction 
of wealth or class between the two types of honorary director. 
As the years passed, there was some tendency for the trustees to 
be those who were able and willing to give financial backing to 
the savings bank, but not to .do the actual work of attending 
weekly or monthly at the receipt of custom. 'Phese were often 
the landowners and wealthier gentry and they were sometimes 
dignified with the additional title of patron, president, or vice- 
president. The managers in such banks were the voluntary 
workers who gave their service in assisting the paid staff to 
receive deposits, make repayments, keep the books and generally 
manage the banks. One does, however, occasionally find 
instances of members of the arikocracy acting as bank clerks and 
being as assiduous in their duties as the ministers, tradesmen, 
doctors, shopkeepers, and others who more usually undertook 
the routine duties. Once the financial liability ceased to have 
much meaning and the administration was carried out mainly 
by paid officers, these distinctions between trustee and manager 
lost whatever point they ever had. The old names persisted and 
it became not uncommon to regard the post of manager as a 
sort of apprenticeship to that of trustee. Even to-day the practice 
in this respect varies considerably in different localities. 

Before an attempt is made to follow the fluctuating fortunes 
of the savings banks after they had been brought under the aegis 
of the State by the 1817 Act, it is worth considering how far 
the movement for establishing these banks in the British Isles 
influenced developments in other parts of the world. 

There is no doubt that there were a few isolated institutions 
on the Continent which handled small savings before anything 
of the same sort was to be found in Great Britain; but the 
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British savings banks seem to have been the first to be systema- 
tically established on a national basis. ‘If Great Britain had not 
the first idea/ wrote Agathon Prevost of the Paris savings bank 
in the forties, ‘she first called public attention to Savings 
Banks by the number and importance of those which she 
established. This, too, is but natural; for England had, more 
than any other country, to occupy itself with the condition of 
the poor, with the evils under which they labour, with the means 
of remedying those evils and above all of arresting their fearful 
progress.’ The Hamburg institution, which claims to have been 
the earliest savings bank, was established in 1778. It appears to 
have been an annuity bank enabling people of small means to 
contribute regularly for annuities at a certain age. No with- 
drawals were allowed, so it was hardly of the nature of a savings 
bank, the real essence of which is freedom of deposit and with- 
drawal; it ceased to function when Napoleon rifled its coffers. 
Switzerland had one or two early savings banks, one at Berne 
established in 1 787 and one at Ztirich in 1 805. The Zurich bank 
claims to have the longest continuous history of any savings 
bank in Europe, for the Hamburg bank was later superseded 
by a different type of bank carried on under a law of 1827. 
Gottingen and Altona formed similar banks at the beginning of 
the nineteenth century. Their origin is said to have been due 
to the influence of Adam Smith’s teaching. Little has been 
recorded of these early continental institutions, which were 
undoubtedly akin to savings banks. No one, however, has 
claimed that their influence was more than local, whereas the 
British experiments were soon the subject of world-wide study. 

Patrick Colquhoun, for instance, between April and June 
1816, wrote various accounts of his own views on the establish- 
ment of provident institutions and supplied details of the 
starting of savings banks in Great Britain for the information of 
his friend, Thomas Eddy of New York. Mr. Eddy immediately 
proposed to a number of his friends that they should start a 
similar institution in their city. The first meeting was held on 
25 November 1816, and on the same day a similar meeting was 
held in Philadelphia. It was the Philadelphia Savings Fund 
which was the first to start operations. It opened on 2 December 
1816, and was closely followed by the Boston Institution for 
Saving on 13 December 1816. The New York Bank for Savings 
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was not chartered until 26 March 1819. All these banks and 
the vast and flourishing system of the Mutual Savings Bank of 
America, whatever differences in methods and organization 
may have developed later, undoubtedly owe their beginnings to 
the work of the pioneers in the old country. 

In many parts of the Continent of Europe the source of 
inspiration is equally certain. In Holland, the article in the 
Edinburgh Review of 1815, which described the British savings 
banks and gave directions for establishing similar banks on the 
Edinburgh model, was translated and printed in 1817. This 
and other studies of the British system led to the founding of the 
Workum Savings Bank in 1818, followed by the Rotterdam 
Savings Bank later the same year. 

The founder of French savings banks was that very remark- 
able citizen of Paris, Benjamin Delessert. His father, £tienne 
Delessert, had founded the first fire insurance company and the 
first discount bank in France. Benjamin was sent in his youth to 
Britain, partly to study Watt’s steam engine in Birmingham and 
partly to profit by a course at Edinburgh University. At Edin- 
burgh he met Adam Smith and came under the influence of the 
social and economic thought associated with his name, and of the 
philosophic teaching of Dugald Stewart. He returned to France 
when the Revolution broke out in 1 789 and joined the Paris 
National Guard. After some fighting as an officer of artillery, 
he left the army to take up banking, to which he soon added 
many other activities, philanthropic, financial, and commercial. 
He was made Regent of the Bank of France in 1802, founded 
the first cotton factory in France and greatly improved the art 
of sugar-refining, opening several factories for the purpose. He 
did much to reorganize national finances. These and many other 
business and public activities did not monopolize his energies. 
He had many hobbies and came to be regarded as one of the 
leading authorities on botany and conchology. He gradually 
acquired one of the most remarkable private picture galleries 
in the country. But it was as ‘founder of Savings Banks’ that 
he wished to be remembered. Like Dr. Duncan, he is thus 
described on his tombstone; but he never claimed originality in 
this respect or disputed the fact that the seed which he planted 
in Paris was brought across the sea from Great Britain. A few 
private institutions, bearing such names as ‘Gaisse d’£pargncs’, 
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^Gaisse des Employes et Artisans*, ‘Caisse des Juives et Orphe- 
lins*, had existed in France before 1 8i8. Most of these had been 
of the nature of tontines or life assurance societies and they had 
not achieved much success. In October 1817 M. Delessert 
wrote to the Editor of the Annals of Banks for Saving: 

‘We in this country have long been impressed with a sense of the 
value of these benevolent establishments, which are more useful 
than any other charities, since they tend to prevent poverty, whilst 
the majority of others often have a contrary effect. . . . Those who 
devote themselves to whatever can contribute to the welfare of their 
fellow creatures have been struck with the great advantages attend- 
ing the Savings Banks which have arisen in England within these 
few years; they are delighted with their success and have taken a 
lively interest in their prosperity. We have procured the requisite 
prospectuses and information and are in hopes that we shall be en- 
abled in a short time to imitate the honourable and useful example 
which you and your colleagues have set and which has been crowned 
with such complete success.* 

Soon after this, in May 1818, Benjamin Delessert persuaded the 
Directors of the Royal Marine Assurance Company, of which 
he was a member, to agree to establish a savings bank. Many 
distinguished foundation subscribers were soon found to give 
substantial financial support to the venture, including the Duke 
of Orleans (the future King Louis Philippe). The Paris Savings 
Bank duly opened under the presidency of the Duke de 
la Rochefoucauld-Liancourt in November 1818. Delessert re- 
mained its chief adviser and guide until his death in 1847, and 
secured the assistance of the legislature in overcoming early 
difficulties. Other French towns and cities followed Paris. 
When the French savings banks entertained the Third Inter- 
national Thrift Congress in 1935, the French Government 
struck a special postage stamp in honour of the memory of 
Benjamin Delessert, one of the most picturesque and attractive 
figures in the whole history of savings banks. 

Savings banks in Sweden came a little later and arose directly 
from a Report of G. D. Skogman, Secretary to the Exchequer, 
drawn up in 1819 and based on a study of the experiences of 
savings banking gained in England and Scotland. The first 
savings banks at Gothenburg (1820) and Stockholm (1821) 
were not linked with the Swedish National Debt Office, as was 
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at first proposed, but were otherwise mainly influenced by 
British precedent. The same may be said of those in Norway 
and Finland and, to some extent, in Denmark. One other 
illustration finm Europe will be sufficient to confirm the claim 
of Great Britain to be the real centre from which the savings 
bank idea has radiated. Dr. Friedrich Thausing of Vienna 
wrote in 1919: 

‘The English laws of 1817, which dealt for the first time with 
Savings Bank organisation, became a model for those States on the 
Continent which had already put the Savings Banks idea into prac- 
tice; for in Germany and Switzerland the development had taken 
place without any special assistance from the State. It was, however, 
the English Savings Bank legislation and the consequent powerful 
upward trend of the English Savings Banks which exercised the 
greatest influence on Austria.’ 

It was even more natural that the British experiment should 
spread to its own possessions overseas. Mr. Barron Field, an 
English barrister, took the necessary information to Australia in 
1817. He gave the facts to Mr. Robert Campbell, agent for a 
Calcutta firm trading in cattle, sugar, and spirits. On 17 July 
1819, savings banks were opened simultaneously in four centres 
in New South Wales — Sydney, Parramatta, Liverpool, and 
Windsor. They became known as ‘Campbell’s Bank’ until an 
Act of March 1832 substituted a savings bank system under the 
direct supervision of the State. 

These instances are sufficient to show the great influence of 
the British savings banks in encouraging similar movements 
throughout the world. The British plan was not followed in 
every detail. Different methods of management, different 
arrangements for investing the funds, different relationships 
between the savings banks and the State and Municipality, 
emerged in the course of years in different countries. But in the 
voluntary philanthropic savings bank movement of the post- 
Napoleonic era, as in the later establishment of a State Post 
Office Savings Bank in the sixties, no one can dispute that the 
British initiative was the example which led to great world- 
wide development. 



Chapter VI 

EARLY CRITICS IN PARLIAMENT AND PRESS 

I F any Members of Parliament thought they had settled the 
savings bank question for once and all by passing the Act of 
1817, they were soon disillusioned. Acts dealing with savings 
banks were passed in 1818, 1820, 1824, 1828, 1833, ^835, and 
1844. Some of them, it is true, became law with but little 
comment or opposition; others raised heated controversy. 

The controversy ranged round two main questions. Was the 
State right in attempting to encourage thrift by offering an 
uneconomic rate of interest? If so, how were the wealthy to be 
prevented from taking advantage of a subsidy intended for the 
very poor? How much responsibility for possible losses was to 
be left with the trustees and how much was the State prepared 
to take on its own shoulders? 

It is easy now, in the light of experience, to see that Parlia- 
ment made mistakes in its treatment of both questions. In 
dealing with the first, it could not make up its mind between 
the alternatives of boldly offering a State subsidy to thrift or 
insisting that savings banks should be strictly self-supporting. 
The policy of compromise and drift which resulted pleased no 
one. A ‘deficiency’ in the Savings Bank Fund was allowed to 
accumulate and successive Chancellors of the Exchequer made 
half-hearted efforts to restrict its size by moderate adjustments 
of the rate of interest, combined with the imposition of limits of 
deposit so narrow and rigid that they impeded the legitimate 
growth of the banks. In dealing with the second it nearly 
steered the whole movement on to the rocks by removing the 
liability of trustees before it had found means of giving adequate 
protection to the depositors. 

It has been explained that the rate of interest of 3^. per 
cent, per day or 11s. ^d. per cent, per annum which was 
payable by the State to the trustees under the Act of 1817 soon 
proved too high for the Fund to support owing to the rapid fall 
in the interest level after the French wars. The State, therefore, 
found itself from the first in the position of having to pay out 
sums from the Exchequer to implement its promise to the 
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trustees of savings banks. This caused little alarm or criticism 
in the early days when the total sums in the hands of the 
National Debt Commissioners were small. It was thought that 
the limitation of individual deposits to 100 the first year and 
in subsequent years would discourage the wealthier classes 
from taking advantage of the high rate of interest. 

But it soon began to be rumoured that the savings banks were 
being extensively used by people of means and that the limits 
were being evaded by such means as depositing in more than 
one savings bank, depositing by ticket or number instead of by 
name, and, later, by opening accounts nominally in the form of 
trust accounts but drawn upon freely by the trustees for their own 
purposes. It is difficult at this distance of time to say how far 
abuses had crept in. Many of the early ledgers are inaccessible 
and, where they can be consulted, they often give little informa- 
tion about the occupations of the early depositors. There is, 
however, sufficient evidence to refute any suggestion that the 
banks were extensively used by the wealthy. There is also 
evidence to show that domestic servants were the most numerous 
of the early depositors. This is not surprising, for domestic 
servants formed a very substantial section of the town popula- 
tions during those years, when many of the new manufacturers 
and merchants were approaching the wealth and emulating the 
manners of the still flourishing class of landowners. There were 
more than 670,000 women and girls employed in domestic 
service in 1831. They were ‘probably more than 50 per cent, 
more numerous than all the men and women, boys and girls 
in the cotton industry put together’,' Wages, of course, were 
small. Five to ten pounds a year was all that most of them 
could expect and some women farm servants were still paid 
a year early in the century. But their board and lodging were 
assured and uniform was provided. They were independent 
of fluctuations in the cost of living. The savings banks were 
welcome as a safe repository for their quarterly or half-yearly 
pay until they needed it. Many of them deliberately saved for 
old age spurred, in some cases, by the fear of having to spend 
their last years in the workhouse. In addition to all this, they 
were naturally the people to whom the early trustees and 
managers could most easily appeal for support of the new 
' Glapham, Economic History of Modem Britain* 
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savings banks and they were probably more open to persuasion 
than the more independent and suspicious factory operatives. 
There is a likelihood that some of the servants’ accounts were 
opened by their employers. Probably some of the accounts in 
the names of children related to children of the trustees and 
managers or of comparatively wealthy parents. The object in 
these cases was not so much to take advantage of a favourable 
rate of interest as to train the children in thrift and, at the same 
time, give the savings banks a good start. Until the funds 
reached a certain level, it was impossible to meet even the most 
modest expenses of management out of the narrow margin 
between the interest received from the State and that paid 
to the depositors. A few deposits of ;{^ioo by members of 
the board for themselves or their children would hasten the 
day when a local savings bank would be self-supporting. Yet 
there is no reason to think that more than a very small 
fraction of the £2 millions or so* accumulated by 1818 was 
other than the savings of the ordinary working man and 
woman. 

The question, ‘Who were the first savings bank depositors?’ 
is of great importance to any student of the social and industrial 
conditions during these years between 1815 and 1830. It is 
therefore worth looking more closely at a few of the surviving 
records which fortunately cover a representative selection of 
banks. The directors of the York Savings Bank, for instance, 
classified their depositors at the end of the first year’s work (1817) 


as follows : 

Servants ......... 332 

Labourers ......... 50 

Mechanics, journeymen, clerks, little tradesmen, and very 
small farmers ........ 150 

Persons in lower circumstances not included in above . 60 

Depositors in trust for poor individuals .... 23 

Children of persons not themselves proper objects . . 28 

Imperfectly described and dubious . . , *27 

Total 670 


As the directors were not satisfied about the last group, they 
ordered a special examination. Twenty of the twenty-seven 

* At 20 November 1818, tlie figure was £1,697,853 for England, Wales, 
and Ireland, but the figures for Scotland at this date are not knowm. 
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were found to be ‘proper objects of the institution’, two un- 
suitable and five doubtful. 

Brighton Savings Bank secured 282 accounts in the first six 
months. As one would expect in this popular resort for the 
wealthy, servants were prominent among the depositors, 26 
male and 59 female servants. No fewer than 88 minors and 44 
women were represented, but only 15 mechanics, 7 apprentices, 
8 tradesmen, 9 labourers, 4 yeomen, an artist, and a soldier. 
The number was made up by 3 friendly societies and a few other 
individuals whose occupations are not stated. 

Sheffield had 48 artisans or their wives among the first 100 
depositors. The 33 single women were probably mostly domes- 
tic servants. There were 6 widows, 5 children, and only 4 trades- 
men who might not be regarded as proper savings bank 
depositors. 

In Bolton (1818) 57 of the first 200 depositors were in indus- 
trial occupations, including 1 2 weavers. There were 44 servants, 
53 children, 14 women, and 5 friendly societies. Of the remain- 
ing 27 some were certainly savings bank trustees or their friends, 
among whom appears the name of the Rt. Hon. Lord Kenyon. 

Lincoln Savings Bank had 49 of its first too depositors in 
domestic service; 30 were employed in typical working-class 
trades; there were 10 children, 7 women, 2 cottagers, and 2 
schoolmasters, but apparently no employers or people of private 
means. At Leeds the first 100 were all working-class depositors 
and the percentage of servants (38) was rather lower. The 53 
wage-earners were well distributed among the trades, tanners 
(9) and labourers (7) being the largest group, though clothiers, 
cloth-dressers, buckram stiffeners, and dressmakers showed 
that this growing but unenfranchised borough was already 
prominent in the clothing trades. 

In Shrewsbury the artisans were poorly represented at first. 
Over half the first too (53) were domestic servants and 21 were 
women and children. There was one ‘gentleman’ and only 5 
labourers, the remaining 20 being people of small means but 
superior to the labouring class. The position at Leicester was 
similar — 63 servants, including the ‘second whipper-in to 
the Duke of Rutland’, 7 children, 6 labourers, 5 framework 
knitters, 3 iron founders, 2 apprentices, 2 cabinet makers, 2 
cordwainers and a carpenter, a nurse, a worsted maker, a 
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woolcomber, a dyer, a tanner, a milliner, a hairdresser, a mill- 
wright, and a carrier. Of the servants, no less than 9 were 
servants of Sir F. G. Fowke, Bt., of Lowesby, who may quite 
probably have opened the accounts for them. 

In London (1816), as one would expect, the clerks, shop 
assistants, and small tradesmen were more strongly represented, 
but here again servants (24), including nurses, nursemaids, a 
footman, a groom, and a male cook, formed the largest class in 
the first 100 accounts. There were 9 small tradesmen and shop 
assistants, 18 representatives of various skilled trades, 5 appren- 
tices or learners, 9 clerks, 4 women, 17 children, 2 labourers, 
4 school-teachers, a musician, 2 publicans and a barmaid, 
2 lodging-house keepers, a captain in the Royal Navy, and i 
‘gentleman’. 

So far as the savings banks in smaller country areas are 
concerned, there is little evidence to show whether any support 
was obtained from the hard-pressed agricultural labourer 
during the first half of the century. In Ormskirk (1822), for 
instance, the occupations of the early depositors are not 
recorded, but it is noteworthy that roughly one- third of them 
were illiterate and had to sign the bank’s records with a cross. 
In Wycombe and South Bucks 18 labourers deposited between 
November 1818 and August i8ig. The remaining depositors 
were 22 servants, 19 shopkeepers and small farmers, &c., 
8 journeymen shopmen, 41 children, 21 women (unclassified), 
and 7 friendly societies and clubs. The little savings bank at 
Groston in Lancashire, established in 1818, had the following 
depositors in 1827: 


Farmers . 

. 

• 

Labourer 

. 

. I 

Servants 

. 

• *7 

Shopkeeper 

. 

. I 

Mariners 


• 4 

Children 


. 24 

Artificers 

. 

• 7 

Charities 

. 

• 13 

Clerks, &c. 

. 

• 7 

Friendly society 

. 

I 

Weavers 

. 

9 





The amount at credit was but, whereas the artificers’ 

accounts averaged 3(^84 a head and the servants’ the 

weavers’ only averaged £ 6 . 

In Scotland some information is available about two of the 
savings banks started in 1815. Dundee had 48 depositors on 
the first day of opening, of whom 40 were men and 8 women. 
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Only 25 of the men are described and these include 6 shoe- 
makers, 4 weavers, 3 wrights, 2 rope-spinners, 2 watchmakers, 
together with a printer, mason, tinsmith, gardener, flesher, 
porter, sailmaker, and flaxdresser. Perth Savings Bank noted 
particulars of the occupations of 78 of its first 100 depositors. 
Linen and cotton mills and boot- and shoemaking were the chief 
trades of this town of some 18,000 inhabitants and here again 
the savers were a representative lot. There were 17 servants, 

1 7 weavers, 7 shoemakers, 4 labourers, and the rest were mainly 
artisans. Not more than two could have been other than 
genuine working-class depositors. The Aberdeen Savings Bank, 
also opened in 1815, has no classification records before 1820. 
Of the first 100 depositors in that year 51 were domestic servants 
and 4 farm servants. Four accounts at least seem to have come 
from seamen or fishermen, but most of them were from the 
usual skilled trades. 

In Belfast it is recorded that th6 following occupations were 
found among the 80 depositors who came to the bank on its 
opening day, 5 January 1816 — labourer, servant, schoolmistress, 
cotton carder, carpenter, carrier, engraver, printer, clerk, 
paper mill operator, bleacher, sawyer, cotton spinner, gardener. 

These records, incomplete though they are, are sufficient to 
give a reasonably accurate answer to the question, ‘Who were 
the first savings bank depositors?’ From a quarter to a half, in 
the early days, were domestic servants, the remainder mainly 
artisans, small tradesmen, women, and children. There were 
few unskilled labourers. The number of richer people deposit- 
ing was not substantial; their individual contributions were 
naturally larger, but the statutory limits of deposit prevented any 
serious abuse. The proportion of domestic servants decreased 
steadily as the century wore on. In Aberdeen, for example, 
the percentage of servant depositors had decreased from 51 in 
1820 to 14 in 1850 and 10 in 1900. By 1854 over half the Shef- 
field savers were artisans and the servants were probably from 
10 to 15 per cent, of the whole. In London the percentage of 
domestic servants declined from 24 to 12 between 1816 and 
1850. Ormskirk had 21 domestic servants in its first 100 de- 
positors in 1850, but the labourers were now coming into the 
picture with 15 accounts. An interesting classification relating 
to a rather later date is Dunfermline, which secured 1,770 male 

H 
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and 1,502 female depositors during its first fourteen months 


(1837-8). The men were grouped as follows: 

Weavers ......... 413 

Mechanics and operatives ...... 305 

Goal hewers, miners, quarrymen and labourers . .270 

Farmers, farm servants and agricultural occupations . 225 

Minors ......... 148 

Miscellaneous designations ...... 320 

No designation ........ 89 


Less than a quarter (341) of the women were domestic servants 
and 1 49 were farm servants. Kirkcaldy Savings Bank ( 1 839) also 
showed a relatively small proportion of servants — 14 domestic 
and 3 farm servants in the first 100, but 39 weavers and a very 
mixed collection of artisans and labourers. Edinburgh’s second 
savings bank (1836) attracted 50 artisans, mostly printers, 
tailors, and shoemakers, among its first 100 depositors and only 
7 domestic servants. 

From the earliest days the savings banks were clearly securing 
the nest eggs of those people of small means for whom they were 
instituted. A few cases of deposit by persons for whom the 
savings bank, with its preferential rate of interest, was not 
intended, can easily be magnified out of all proportion when 
there are no reliable statistics to check the allegations. This 
seems to have been what happened. The Government was 
puzzled. It could not ignore the criticism; nor did it wish to 
seem unsympathetic to a valuable new movement. Joseph 
Hume was almost alone in contending that the right course 
was to reduce the rate of interest to an economic level. Succes- 
sive ministers tried to deal with the question by restricting 
deposits. In 18 r 8 it was enacted that no one could deposit more 
than ^10 by ticket or number without disclosing his name. 
The amiable Vansitlart refused to consider a reduction in 
interest. 

‘4J per cent, was the interest allowed, but, after the deduction for 
the management, it could not be said to exceed 4 per cent., which 
was a rate of interest as moderate as could be allowed to be an in- 
ducement for persons of small property to invest their money. . . .To 
a certain extent this plan might be inconvenient to the public and 
might take from the public purse from one to one and a half per cent, 
but he was certain that the House would not think the amount of 
from six to ten thousand a year too much in aid of a plan which 
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tended so much to the industry and morality of the people in general. 
He confidently hoped that the benefit to be derived would not be 
threefold or even tenfold but would extend to a hundredfold.** 

The abler mind of ‘Prosperity* Robinson gave attention to 
the matter in 1824. He abolished deposit by ticket or number, 
drastically reduced the limit of deposit to £50 the first year, £30 
the second, and £200 in all, required depositors to sign a 
declaration that they had not accounts in another savings bank 
and removed from charities the power they had obtained four 
years earlier of depositing in these savings banks. But on the 
question of the rate of interest he took the same line as his pre- 
decessor. ‘He would feel most reluctant to weaken the confi- 
dence which the public reposed in these Banks and which had 
rendered them one of the greatest blessings ever conferred upon 
the Country. Though in some instances richer persons might 
have availed themselves of their advantages the great majority 
of the contributors would be found to be the industrious poor.*^ 

Early in 1828 Henry Goulburn succeeded to the Exchequer. 
He was an able financier with a devotion to his master Peel 
almost as great as that of George Rose to Pitt. It fell to his lot 
during his two periods as Chancellor to be responsible for the 
two most important Savings Bank Bills between the Act of 1817 
and that of 1863 — those of 1828 and 1844. 

He had not been in office many weeks before Joseph Hume 
was on his tracks. It has been said of Hume that he ‘spoke 
longer and oftener and probably worse than any other private 
member, but he saw most of the causes he advocated succeed in 
the end*. Coming from a humble home in Montrose he had 
made a fortune in India in a comparatively few years. He 
returned in the early years of the century to study conditions in 
his own country and soon showed an active and independent 
mind. He helped to start the St. Martin’s Place Savings Bank 
in 1817 and wrote an excellent pamphlet advocating the exten- 
sion of savings banks. He could therefore claim to be a friend of 
the banks.^ He also claimed to be a friend of the working classes 
and gave valuable support to the reform agitation of Francis 

’ Hansard, March 1818. ^Hansard, 7 May 1824. 

^ ‘I was one of the earliest and most active in promoting them’, he said to 
the House in 1828, ‘and therefore cannot be actuated by any hostile view in 
the present proceeding.* 
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Place and his colleagues. But his parliamentary reputation was 
based on his skill in harassing successive Chancellors of the 
Exchequer on questions of national economy. He kept a staff 
of clerks to analyse state expenditure and served on more 
Committees of the House in his time than any other member. 

Keen as he was on seeing savings banks grow, he would not 
allow that they should do so at the expense of the public 
exchequer. He called Goulburn’s attention to the fact that the 
savings banks were costing the State 3(^40,000 to ;£^50,ooo a year. 
This seems to have been an understatement, for the excess of 
interest paid to trustees between 1818 and 1828 over that 
received from investments was :,C744>363 or over a 

year. What was the right honourable gentleman going to do 
about it? 

Mr. Goulburn was going to bring in a Bill to consolidate and 
amend the savings banks laws. This Bill — usually known as 
‘Palmer’s Bill’ because, though in effect a government measure, 
it was introduced by Mr. Charles Palmer, a private member for a 
Surrey constituency — met Hume half-way. The rate of interest 
payable to trustees was to be reduced from 3^/. to 2\d. per cent, 
per day, which in terms of an annual rate meant a reduction 
from iis, 3^. to i6j. ojrf. per cent. The maximum 
interest payable to depositors was to be Ss. sJrf. This 
certainly reduced the loss to the State but did not stop it. For 
3 per cent. Consols were already over 80 and the price was still 
moving upward. As the reduction in rate was not sufficient to 
put an end to the growing deficit on the Savings Bank Fund, a 
further attempt to cut down limits of deposit was made. The 
sum which might be put into the savings bank in a year was 
reduced from ^50 to £30^ the total sum from £200 to ;fi50. 
No interest was to be paid on balances exceeding £200. Newly 
established friendly societies were restricted to deposits of ;^300 
in all. Charities were again permitted to invest their funds but 
were also limited to £300, One member at least (Mr. F. Lewis) 
thought the proposed restrictions were not drastic enough. The 
danger to the State from sudden withdrawals in times of war or 
panic was such that he would not have the Government accept 
more than £20 millions in all. The trustees should invest the 
excess themselves. The Chancellor resisted the proposal, which 
was dropped. 
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The Bill passed and Hume let the matter rest for ten years, 
during which the only Hew restriction imposed was a clause in 
an 1833 Act withdrawing the permission granted five years 
earlier for sums withdrawn during the year to be redeposited. 
This seems to have been intended as a deterrent against panic 
withdrawals. With the same object. Lord Althorp proposed, 
when the Bill was introduced, to require one month’s notice of 
all withdrawals. This would have been a most retrograde step 
and the credit for ‘expunging this and other obnoxious clauses’ 
seems to belong to the trustees of the Hull Savings Bank, who 
circularized the banks and organized opposition. This 1833 
Act of Lord Althorp was mainly concerned with facilities to 
purchase annuities through savings banks, about which more 
will be said later.* During the debates on the measure, Mr. 
Thomas Attwood, one of the members for Birmingham, son of 
a Birmingham banker and a prominent advocate of paper 
currency, made a most violent attack on savings banks. He 
claimed that they were instituted (i) to draw capital to London 
to bolster up the funds; (2) to give the Government the power 
of putting their hands into the pockets of the people; (3) to 
enable them to scourge the people (cries of Oh! Oh!). On 
another occasion he said the savings banks were ‘a sort of screw 
in the hands of the Government to fix down the working classes 
to its system’. He thought the small saver would do better to 
use the country banks. He found no support and Mr. Pease 
pointed out that the small county he represented had been the 
loser to the extent of ;(^6oo,ooo or ^^oofioo by country banks 
which had failed. 

In 1838 Hume returned to the attack. The Savings Bank 
Fund was now nearly £20 millions and the loss to the State was 
again increasing as Consols now stood at 93. Hume pointed out 
that the State had subsidized the savings banks by nearly a 
million and a half pounds in all. Security was more important 
to the depositors than the rate of interest and the rate should 
not be greater than could be obtained in the public funds. 
Moreover his researches suggested that another abuse had been 
taking place in the administration of savings bank funds. The 
National Debt Commissioners by selling stock and taking up 
Exchequer bills could change the constitution of the National 

* Seepp. 1 12-15. 
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Debt without the consent of Parliament. Sir F. T. Baring, who 
was now Chancellor of the Exchequer and whose father had 
helped to start the London Savings Bank, seems to have ignored 
the allegations about the manipulation of the National Debt. 
He declined to lower the rate of interest, though he admitted 
that this might become necessary at some later date. Mean- 
while he thought that a proposal that savings bank depositors 
should only be paid the market rate of interest would be a 
death-blow to the savings banks. 

‘There was some loss to the public, but a still greater injury to the 
Community would arise from disturbing the confidence which was 
felt in the security of Savings Banks. At the present moment, when 
the prospects of the country already exhibited symptoms of decided 
improvement, he would not have it attributed to him by persons out 
of doors that for the purpose of effecting a saving in the public ex- 
penditure, the mode adopted by Parliament and recommended by 
the Government was to cut down the interest payable to the poorer 
classes who were the main depositors in Savings Banks.’ 

Goulburn supported the Chancellor and the House negatived 
Hume’s motion for a reduction in the rate. 

Hume returned to his researches into the murky past of 
Government finance. In 1842 Goulburn was again at the 
Treasury and had to face a motion from the indefatigable 
member for Montrose to appoint a Select Committee ‘to inquire 
into the proceedings of the National Debt Commissioners and 
the Lords Commissioners of the Treasury with the moneys of 
Savings Banks in the years 1836-41 by which proceedings a 
large sum had been added to the National Debt without the 
sanction of Parliament’. The procedure was like this, according 
to Hume: when the Chancellor of the Exchequer wanted 

1 00,000 and there was a deficiency in the revenue, he directed 
the National Debt Commissioners to take £ 1 00,000 of the money 
deposited in savings banks and to apply that to the purchase of 
Exchequer bills. Thus so many Exchequer bills were taken 
from tlie Government, and, at the end of the quarter, the 
National Debt Commissioners were directed to calculate the 
current rates of stock and to pay over to the Commissioners of 
Savings Banks the amount borrowed — adding by this means to 
the funded debt of the country 00,000. The total thus added 
from 1836 to 1841 was £5,395,569. Mr. Spring-Rice was the 
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worst offender and was, in Hume’s opinion, guilty of sleight of 
hand in his dealings with the debt. Years later Mr. Spring- 
Rice, as Lord Montcagle, was foremost in demanding a cur- 
tailing of the Chancellor of the Exchequer’s power to deal with 
savings bank funds and claimed that other Chancellors had 
acted much more unwisely than he had. 

Goulburn knew that the House was not a little tired of Hume’s 
constant requests for committees and his dissertations on finance 
and brushed the request lightly aside. ‘To allow the Hon. 
member to go into those minute details which he knew the Hon. 
Member was apt to indulge in, to allow him to examine all sorts 
of functionaries connected with Savings Banks was a course to 
which he could not accede and which he thought it was his 
bounden duty, as far as he could, to prevent.’ Mr. Baring, who 
was involved in the allegations, demolished Hume’s figures and 
pointed out that a change from unfunded to funded debt did 
not give rise to an increase of debt, as Hume seemed to imagine. 
In the end Hume could only raise 34 supporters against 173 for 
the Government. 

But Hume’s agitation for a further reduction in interest bore 
fruit in 1844. Goulburn had set the banking system in order, as 
he thought, with the Bank Charter Act. He proposed to set the 
savings banks in order with another Savings Bank Act. The 
proposals presented in the original Bill were indeed drastic. 
The annual limit was to be reduced to £20 and the total limit 
to £120. The rate of interest payable to the trustees was to be 
reduced from £^, i 6 s. o\d, to £^. os. lod. and the maximum 
rate payable to depositors from £^. Ss. ^\d. to £2. 13J. 2d. per 
cent. Only simple interest was to be allowed on sums amount- 
ing to ;£^i 50. To mee c suggestions that the limits of deposit were 
being evaded by the opening of accounts ostensibly in trust 
form, trust accounts were to be abolished. 

The other important clauses in the 1844 Bill were mainly 
concerned with tightening up the safeguards against fraud and 
dealing with the acute and vexed questions of the liability of 
trustees to which reference will be made later.* In fact Goul- 
burn’s Bill showed that the temper of the Government and its 
attitude to savings banks had changed considerably in the 
course of a generation. It was no longer a question of finding 

* Chapter VII. 
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new ways of encouraging thrift. The Government was uneasy 
at the loss to the Exchequer caused by its own act in fixing an 
uneconomic rate of interest; it was alarmed at the tales of losses 
and mismanagement in a few of the savings banks up and down 
the country and, instead of trying to encourage the growth of 
a comprehensive savings bank system on sound lines, it deter- 
mined on a policy of drastic restrictions which discouraged the 
trustees of the banks without curing the defects of the system. 

The introduction of the Bill had one immediate and salutary 
effect. It woke up the savings banks to their danger and to the 
need for collaboration to meet it. On 24 May 1844, the Scottish 
savings banks met together in Edinburgh to consider the posi- 
tion. They adopted two mild resolutions of protest — one 
suggesting that the reduction in interest should be less drastic 
and that the rate of interest should in future be fixed annually 
according to the price of the funds; the other suggesting that the 
reduction of the annual limit from to ^20 would ‘exclude 
a large number of legitimate depositors’. These views were 
embodied in a Memorial to the Chancellor of the Exchequer. 
It is doubtful if they would have had much effect had it not been 
for the energetic action of the St. Martin’s Place Savings Bank. 
The trustees and managers met on 23 May under the chair- 
manship of Lord Kenyon, and passed a series of outspoken 
resolutions. Not content with defence, the trustees denounced 
the National Debt Commissioners, whom they accused of gross 
mismanagement and improper exercise of their powers, result- 
ing in a loss to the country. The Government was trying to 
visit the consequences of its own misconduct upon the poor and 
helpless depositors. 

The St. Martin’s trustees next invited representatives from 
the other savings banks in England, Scotland, and Ireland to 
meet and discuss the action to be taken. The credit for arrang- 
ing this first joint meeting for common action belongs to Mr. 
Edward Boodle, the comptroller and secretary of the St. 
Martin’s Place Bank. He had been called to the Bar and first 
came to the St. Martin’s Place Bank as auditor in 1827. 
became comptroller and secretary in 1841 and for the next 
twenty years or so would probably be regarded as the leading 
figure in the ranks of the paid officers of the savings banks. On 
this occasion his intervention was timely and met with consider- 
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able success. In later years his views and those of his Board 
of Management were equally pronounced but narrower and 
at times obscurantist and the real statesmanship came from 
the north. The leaders in the north, the savings banks of Glas- 
gow, Edinburgh, Manchester, and Hull, were rewarded by 
seeing their banks forge ahead of the London banks as the 
years went on. 

The meeting at St. Martin’s in 1844 passed a number of 
resolutions condemning the Bill root and branch. Sir Henry 
Willoughby, Bt., M.P., of Baldon House, Oxford, a manager 
of the St. Martin’s Place Savings Bank, who presided, was a 
staunch friend of Trustee Savings Banks in Parliament through- 
out these years and the critical years ahead. He had been a 
Member of Parliament for Yarmouth, Isle of Wight, before the 
Reform Act, and when that constituency ceased to exist he was 
returned for Newcastle-under-Lyme. In 1847 he was elected 
for Evesham and continued to represent that constituency until 
his death in 1865. Little is known of his interests beyond his 
constant advocacy of Trustee Savings Banks and that he ‘ren- 
dered much good service in the matter of simplifying the 
national accounts’.* He lived to see the Trustee Savings Banks 
get over their worst difficulties and he was one of those particu- 
larly concerned in piloting the important Act of 1863 through 
the House of Commons. The resolutions asserted that the rate 
of interest proposed in the Bill ‘would be most detrimental to 
the interests of the industrious classes, for whose benefit these 
institutions were more especially established, and tend to the 
withdrawal of their deposits in the hope of obtaining a larger 
interest from less secure sources.’ The proposal to abolish trust 
accounts was pronounced inexpedient and so was the prohibi- 
tion of re-deposits o( sums withdrawn during a year. Almost 
every clause was criticized and one or two constructive sugges- 
tions were put forv/ard, A ‘monster deputation’ was appointed 
to put the resolutions before the Chancellor of the Exchequer. 

Goulburn was forced by the weight of the arguments and 
their skilful presentation to withdraw the first Bill. He produced 
a new Bill; but his troubles were not over, for the St. Martin’s 
Place Savings Bank retorted with Points to be urged in discussion on 
the new Savings Bank Billy a leaflet circulated extensively among 
‘ The Complete Baronetage, 
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Members of Parliament. Further amendments were secured 
and, although the Act, which received the Royal Assent on 
9 August 1844, was generally unpopular with the savings banks, 
it bore little resemblance to the first Bill. 

The 1844 Act reduced the rate of interest payable to trustees 
of savings banks to 3 J per cent, and the maximum rate payable 
to depositors to ^(^3. os, lod, per cent. These were considerable 
reductions on the existing rates of ^{^3. i6^. o\d, and 8j. ^\d.y 
but the firm stand of the savings banks against the original 
proposals had secured concessions of 4s, 2d, and js. 8d. per cent. 
The proposals further to restrict the limits of deposit (Hume 
pressed for a £20 annual limit) and to allow only simple interest 
on deposits of £150 and over were dropped. The Chancellor, 
moreover, abandoned his expressed intention of abolishing all 
trust accounts in savings banks, contenting himself with the 
stipulation that the beneficiary must join with the trustees in 
signing for sums repaid — a stipulation which remains to-day, 
though it is generally thought to have outlived its usefulness 
now that limits of deposit arc so much wider. 

The great success of combined action in 1844 did not lead 
directly to the institution of any arrangements for the regular 
interchange of views between the banks or for safeguarding 
their common interests. They were still intensely individualistic 
in outlook and it was not until they were faced with a major 
crisis over forty years later that they combined to form an 
Association for such purposes. There was, however, one useful 
result of the personal contacts which had been made during the 
negotiations. A Savings Bank Circular was published monthly 
from I October 1844, at threepence per copy (later fourpence), 
until in September 1847 had to cease through ‘paucity of 
subscribers’. While it lasted the Circulai did a lot to increase 
interest in the history and problems of the movement as a whole. 
It was a well-compiled, interesting, and comprehensive publica- 
tion. The editor was Mr. William Hatton, at that time 
assistant-secretar)' of the Reading Savings Bank at a salary of 
£65 a year. Although he reaped no financial reward for his 
considerable labours in contributing to and editing the Circular y 
it brought him to the notice of savings bank trustees as a result 
of whicli he was appointed to investigate some fraud in the 
Brighton Savings Bank. He became actuary of the Brighton 
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Bank in 1849 and continued to be active in the wider aspects of 
the movement. He presented a draft Bill, intended to improve 
the administration of savings banks, to the Select Committee 
of the House of Commons appointed in 1858. 

The cooling off of parliamentary enthusiasm for the savings 
banks was reflected in the Press, which had been such a power- 
ful supporter of the original project, with the notable exception 
of Cobbett’s Register. The most extraordinary and virulent 
attack came from The Times in a series of articles in the autumn 
of 1844. The articles were not so much concerned with the 
administration of the banks or the cost to the public purse as 
with the whole raison d*itre of working-class thrift. At this time the 
‘ Thunderer ’ was a self-constituted advocate of the poor against 
official schemes for their betterment or improvement. So far 
from thinking the growth of savings bank deposits a good thing, 
it saw in it only fresh evidence of the servility of the labouring 
classes. The idea of the promoters of savings banks was to keep 
the poor off the rates and so save their own pockets. So the poor 
were urged to hoard their money by putting it in the public 
funds or to secure an annuity on the chance of old age. ‘There 
cannot be two modes of investment less interesting, less like 
husbandry, less morally improving, less social, less suited to the 
condition of mind of a labourer.’ The natural inclination of the 
agricultural labourer was to get a few things around him — a 
better cottage and garden, a piggery, poultry, an orchard, an 
acre or two of land, a cow, a horse and cart, a little homestead, 
a very small farm, and so on into the realms of rural ambition. 
‘But how can we expect a man so circumstanced, so constituted, 
to save chiefly and to much purpose in that dullest and most 
abstracted form, in a county friendly society, or in a Savings 
Bank.’ How the labourer was to make these tangible invest- 
ments without first saving his money was not made apparent. 

No doubt much of the savings bank propaganda was still 
directed mainly to saving for old age and against the ‘rainy day* 
and the more modem emphasis on saving for the more cheerful 
forms of expenditure which contribute to happiness and a fuller 
and more prosperous life was lacking. But it is difficult to be- 
lieve that many were impressed with the trend of the arguments. 

‘When he has saved his £50 or 100, then the greatest difficulty 
comes. What is he to do with his money? He has caught a Tartar. 
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His usual course is a very natural one, because the first that offers 
— to open a public house. He does so, and generally and happily 
loses his money. If he opens a shop, he soon finds he is not com- 
mercial enough, and fails. Small farms are obsolete. A labourer 
with £200 in his pocket at the age of 60, do what he will, has a very 
fair prospect of the union workhouse before him. He may, to be sure, 
shut his doors against all his kith and kin, and buy a selfish annuity 
with the sum, which will just keep him while he rots and dies ... so 
unnatural is mere pecuniary saving to the labourer, that the cases 
which do occur have generally something exceptional and mon- 
strous about them, so as not to be, in their actual circumstances, even 
tolerable models for imitation.’ 

Two of these ‘exceptional and monstrous’ instances of 
pecuniary saving are analysed in The Times articles. 

‘A labourer, 60 years of age, by hook or by crook, has saved £500. 
We know such a case. The £500 is the plague of his life. It would be 
a mercy to swindle him out of it, except that he would probably fret 
a good deal at the loss. Gould he forget it, he would be both a 
happier and a better man. To begin with, it is a guilty possession. 
His father is maintained by a distant union, his sons and daughters 
are all but forbidden his cottage.’ 

The unfortunate labourer is pictured as trying without success 
to find a remunerative investment for his money and being 
‘forced to put it in the funds’. He can find nothing useful to do 
with it and the money proves ‘a burden of which the owner will 
only be relieved when he throws it on the ground. When he 
dies, his children, without estate, occupation or husbandry, will 
squander it, not in dissipation, but in the mere feebleness and 
incontinence of ingrained poverty.’ 

The second case is of the domestic servant, aged 55 or 60, 
who finds herself incapable of further work and has saved £80. 

‘Very creditable in her, of course, and very stingy she must have 
been to her nephews and nieces to do so much. But what is she to do 
with her £80? If she can make up her mind to part with the princi- 
pal — and it is a very pardonable tenacity which prevents her from 
doing so — she could purchase £8 a year or 3^. od, a week. This is a 
shilling a week for food and clothing, after lodging and fuel have been 
paid for. While she is looking about for a use to put it to, she lives on 
it and it wastes away. All her relatives are in the labouring class. 
There is not one of them who, in return for her little capital, or in the 
hope of its reversion, can offer her a domestic asylum where she will 
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be useful and respected. Such a sum would insure her the title of 
Madame to the end of her days across the Channel and quite set up 
her peasant brother and nephews. It would be a mine of agricul- 
tural wealth. On this side of the Channel it would be a snowball in 
the sun.* 

The advocate for savings banks on this occasion was the 
North British Review^ which had little difficulty in exposing the 
fallacies underlying the articles in The Times. Savings might 
not succeed, unless in a few exceptional cases, in turning a 
labourer or mechanic into a farmer or tradesman or manufac- 
turer. 

‘The principal design of the Savings Bank, and all its most 
valuable purposes are served if the money, withheld from vicious or 
unnecessary expenditure at one period of life, is in reserve for need- 
ful subsistence or additional comfort at another period — even though 
during the latter period it should melt away like a snowball in the sun, 
and the last fragment or farthing of it should disappear with the 
final payment for the burial of him, of whom it could be said at the 
termination of his honourable career, that his own hands ministered 
throughout to his own necessities and to those who were with him.’ 

The writer pointed out that savings would make the working 
classes less the victims of fluctuations in the labour market. 
Without them, the workers were forced to work extra hard in 
times of low wages to earn a bare subsistence and so intensify 
the glut which was itself the cause of low wages. The possession 
of even a small capital sum would, moreover, tend to raise 
wages by making the workmen less bound by necessity to accept 
any sum offered by the master. 

‘Let us imagine a negotiation for wages going on everywhere 
between master-manufacturers and the operatives whom they em- 
ploy; and it makes ail the difference in the world to the result — 
whether, in dealing with these operatives, they have to deal with 
men on the brink of starvation, or with men standing before them in 
an erect and independent attitude, based on the conscious security 
of a sustenance already in their hands for several months to come.’ 

The writer in the North British Review sees at this stage that his 
argument about the raising of wages will not be popular with 
all his readers, many of whom were alarmed at the combinations 
to raise wages which were widespread and persistent already. 
He comes down ‘ardently and enthusiastically’ on the side of 
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the labourers in ‘making good their ascent to a far larger 
remuneration for their work than they at present earn and a far 
higher state of comfort and efficiency than they at present 
enjoy’, even though ‘capitalists were to be abridged in their 
profits and landlords to be greatly abridged in their rents’. 
The rise in wages and in the standard of living would, the writer 
thought, come through savings and not by combination; nor 
would profits suffer because well-paid and thrifty workmen 
were worth far more than the ill-paid and dissipated. The article 
concludes with a reassertion of the old savings bank thesis of 
thrift versus the Poor Law. In other words the popular slogan of 
‘High wages and no Poor Law’ was sound, but thrift was the 
necessary corollary. 

The Times articles, appearing as they did when the 1844 Bill 
was under discussion, naturally attracted a good deal of atten- 
tion and caused some resentment both on the part of the keen 
supporters of the savings banks and their more moderate critics. 
Lord Monteagle, a former Chancellor of the Exchequer, raised 
the matter in the House of Lords and suggested that the articles 
were ‘calculated to impede the object of the Government in the 
Savings Bank Bill, to excite alarm among Savings Bank depositors 
and to prejudice the interests of depositors and the public inter- 
est’. However, the Lords wisely did no more than air their views. 

These lengthy discussions in the Press on the social and 
economic implications of saving show that the growth of the 
savings banks was regarded in the forties as one of the impor- 
tant signs of the times. If there were critics among the politi- 
cians and the capitalists, there were also critics in the working 
classes, some of whom still retained the suspicions of Gobbett 
and the early Chartists as to the sincerity and disinterestedness 
of the moneyed philanthropists on whose support the spread 
of the movement still depended. In the early forties we 
hear of the spread of the new type of friendly societies with an 
elaborate ritual which set out to appeal to the workers as a more 
attractive and democratic alternative to the savings banks. 
There was an ‘extraordinary increase of plausible schemes for 
mutual benefit, rendered attractive, not only by their novelty, 
but by their ingenious adaptation to prevailing tastes and by 
the prominence and publicity given to them’.* Many of these 
’ Report of Hull Savings Bank, 1840. 
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friendly societies had become large and well-organized institu- 
tions, like the Manchester Unity of Oddfellows, which by 1845 
had a quarter of a million members. These societies were doing 
an excellent work. But there was also a very large number of 
small societies of doubtful stability, whose methods and manage- 
ment were an easy target for critics. 

There were about a million and a half friendly society mem- 
bers in the late forties. Yet the savings banks continued to 
grow and extend their hold. In 1844 there were 1,012,047 
savings bank depositors with jQzy millions to their credit. Those 
who came into contact with the savings banks found the mana- 
gers and officials anxious and willing to help and placed implicit 
confidence in their advice. The more highly developed bank 
began to improve business methods with the aid of a full-time 
highly trained staff. The best way to encourage thrift and 
promote confidence was to give a good service and especially to 
give facilities for speedy withdrawal without question. The 
old-fashioned actuary, however, whose interest was in thrift and 
the moral welfare of his depositors and who received only a 
nominal fee for his part-time services, still flourished, particu- 
larly in the country areas. Of such was Rev. Alexander Silver, 
actuary of the Stonehaven Savings Bank in Kincardineshire in 
the middle of the century. ‘Fit aie ye needin’ the siller for, 
lassie?’ he said to one of his young depositors who had come to 
draw two or three pounds from her account. ‘A new jacket’, 
says she. ‘Yer jaiket’s gweed eneuch. G’wa hame wi’ ye.' And 
home she went. 

Charles Dickens, who had first-hand knowledge of savings 
banks, as he was a depositor of trust funds in the Finsbury and 
City of London Savings Bank, testified through the mouth of 
Mark Tapley to the confidence placed by the small saver in his 
bank. When Martin Chuzzlewit was at the lowest ebb of his 
fortunes in America, Mark produced the little bag containing 
his savings which he had withdrawn before leaving England. 

‘ “How much is there here, did you say?’’ asked Martin. 
“Thirty-seven pounds, ten and sixpence. The Savings Bank 
said so, at least; I never counted it. But they know, bless you!” 
said Mark, with a shake of the head expressive of his unbounded 
confidence in the wisdom and arithmetic of those institutions.* 
So Dickens wrote about the time when the 1844 Savings Bank 
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Bill was being discussed and the ‘Thunderer’ was fulminating 
against the practice of thrift through such uninspiring and 
anti-social organizations. The Mark Tapleys and Susan 
Nippers (T’ve got money in the Savings Bank, dear, and needn’t 
take another service yet’) continued to save and the Trustee 
Savings Banks slowly forged ahead. 

There was one side of their work, however, in which progress 
was disappointingly slow — the annuity side. Although there 
can hardly be said to have been a philosophy of thrift before the 
days of Samuel Smiles, a good deal of theorizing had taken 
place. The theorists, whether their object had been to keep the 
poor off the rates or genuinely to increase their comfort and 
happiness, had seen only one logical solution of the problem of 
old age — the saving of sufficient money during working years to 
buy an annuity. A great deal of study was devoted to annuities 
in the eighteenth century. The ingenious Mr. Tonti, a seven- 
teenth-century Italian banker, secured many converts abroad 
to his system of tontines, under which a group of persons 
contributed towards an annuity, which continued to be payable 
until the last person of the group died. The fortunate survivor, 
therefore, secured a much larger annuity than he could have 
obtained on his own sole life. This agreeable gamble appealed 
to those members of the middle and upper classes who had a 
reasonable chance of longevity. Tontines had a certain vogue 
in Great Britain towards the end of the eighteenth and up to 
the middle of the nineteenth centuries. Meanwhile, there were 
others of a mathematical turn of mind, like Dr. Richard Price 
and Mr. Baron Maseres, who were seeking a way of enabling 
the industrious classes to benefit by annuity schemes. Though the 
Dowdeswell Bill was rejected by the House of Lords in 1773, 
the quest continued and much good work was done during the 
next half-century in improving the methods of calculating 
annuities and preparing reliable tables. 

Private assurance societies began to offer attractive terms to 
the well-to-do, but the attempts of friendly societies to follow 
their example for their humbler clients were almost always 
unsuccessful, owing to inadequate data or distrust of the stability 
of the societies. The State entered the annuity field in 1808 and 
in 1829 small Government annuities were made available to 
the general public through the National Debt Office. These 
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annuities were based on the price of 3 per cent. Consols and a 
fair, middle-class business resulted; but the State lost a good 
deal of money on the venture in early years, more through fraud, 
it appears, than through faulty calculations or finding with 
Mrs. Dashwood that ‘people live for ever when there is any 
annuity to be paid them*. The scheme was not without its 
critics. It aroused little or no interest in the industrial classes. 
The spread of savings banks gave rise to new hopes of popu- 
larizing small annuities and the idea was strongly canvassed in 
government circles by a Welshman, Mr. Gadogan Williams. 
He succeeded in persuading the Government to appoint a 
Select Committee, under Lord Milton, to report upon the 
matter. The Milton Committee, which reported in June 1829, 
accepted the suggestion of Mr. Higham, comptroller of the 
National Debt Office, that a depositor in a savings bank should 
be permitted at the close of each year to transfer the whole or 
part of his deposits to an annuity account for the purchase of a 
deferred annuity. The government actuary calculated that a 
weekly payment of 2 s. continued from 20 to 30 years of age 
would secure a life annuity of £20 a year at the age of 55, if the 
tables were based on a 3I per cent, rate of interest. A fixed rate 
of interest was considered preferable to a rate fluctuating 
according to the price of Consols, if such deferred annuities were 
to make a wide appeal. It was feared, however, that even these 
terms would not overcome the objections of the person of small 
means to gambling on his chance of survival to a definite age or 
to losing his savings if he were unable to keep up payment of 
tlie premium. The Committee, therefore, thought that a pro- 
vision should be introduced into the scheme, under which the 
sums payable would be returnable to him or his executors, but 
without interest, should the annual payments lapse before the 
annuity became payable owing to default or death. This well- 
intentioned provision was probably a mistake, for it very 
considerably increased the cost of a deferred annuity. Nor, as 
will be seen, did it make the annuities popular. 

The Committee’s recommendations served as the foundation 
for the first Savings Banks Annuity Act, introduced by Lord 
Althorp in 1833 and carried through both Houses without 
much serious opposition. Immediate as well as deferred 
annuities of from £4 to £20 could in future be bought through 
1 
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a savings bank or specially constituted annuity society, which 
was entitled to make an initial charge of 2s. 6^. and an annual 
charge of is. for expenses. The immediate annuities were also 
computed on a 3! per cent, interest basis, another defect in the 
Act, as it set savings bank annuities in competition with annui- 
ties purchasable through the National Debt Office according 
as the rate of Consols, which governed the latter, favoured one 
or the other. As the price of Consols tended on the whole to 
rise, savings bank annuities became the better bargain and this, 
in its turn, involved the State in a growing loss — a fact which 
did not escape the attention of Mr. Hume. 

The reactions of the savings banks to this Act were mixed. 
It was not generally popular outside London. The trustees of 
the Hull Savings Bank openly opposed it, maintaining that 
government annuity business should be dealt with by separate 
annuity societies and not mixed up with savings bank busi- 
ness. Perhaps the Government might have made the an- 
nuity business more attractive to the savings banks, which 
were expected to encourage the alienation of their deposits to 
the annuity fund at a time when they were struggling to build 
up their own funds. The forms were complicated and the 
procedure slow and troublesome to untrained officials, whereas 
the fee for transacting the business would barely cover the cost 
of stationery. Be that as it may, at the end of ten years only 66 
out of nearly 600 savings banks had undertaken annuity busi- 
ness and only £8,250 a year of deferred annuities had been 
purchased. Immediate annuities were more popular, but only 
a relatively few banks could show much business on either head. 
One London savings bank, however, the St. Clement Dane's 
Bank, specialized in annuities and by 1856 had 4,477 annuitants 
on its books at the total purchase pnee of £77,860. This was 
far and away above the number of any other savings bank, 
Edinburgh having 673 annuitants, Plymouth 658, Manchester 
459, and Bath 378. 

The 1833 Act remained substantially unaltered until 1853, 
though the 1844 Act increased the maximum annuity from £20 
to £30 and made it clear that both husband and wife could 
purchase up to the maximum. The charge made by the banks 
was also increased in 1844 to a variable scale from 55. to 30s. 
in all, according to the size of the annuity. The editor of 



Early Critics in Parliament and Press 1 15 

the Savings Bank Circular thought any charge to annuitants 
‘extremely censurable’. The 1853 Act removed the criticism of 
the high cost of deferred annuities by permitting such contracts 
to be entered into at lower rates ‘without money returnable’. 
The chief innovation in this Act was the introduction of a 
modest provision for life assurance. This had been suggested in 
1847 by Mr. Poulett Scrope, M.P., at the instance of Mr. 
Cadogan Williams, but the Bill he then introduced failed to pass 
into law. The 1853 clause was doomed from the fii^st, for life 
assurance could only be contracted for by those who concurrently 
agreed to buy a deferred annuity, and the maximum amount of 
the payment on death was the total of the sums paid for the 
annuity and insurance taken together. The Life Assurance 
Companies protested, but their protests were unnecessary. 
Government life assurance under such restrictions did not 
materialize and deferred annuities continued to languish. 
During the five years to 1859 was paid in single sums 

and ;(^6 o, 359 in annual premiums for deferred annuities, where- 
as ^281,073 was invested as consideration for immediate 
annuities. Mr. Sikes of Huddersfield, whose right to be regarded 
as an authority will be explained later, had good reason for his 
conclusion: T do not think that the principle of annuities will 
ever be popular among the working classes of this country, 
because it involves so large an amount of risk, partaking almost of 
the lottery principle; and, personally, I would not recommend 
the working classes to put their principal in jeopardy.* At the 
same time, no one accustomed to deal with small depositors will 
dispute the fact that there is a limited class of people to whom 
a government annuity has always proved not only suitable but 
a veritable godsend. 



Chapter VU 

THE SEARCH FOR SECURITY 

D uring the first thirty years of their connexion with the 
Slate, the Trustee Savings Banks accumulated just over 
millions of small savings. This average growth of 
£i millions a year was generally regarded as satisfactory and 
seems to have impressed contemporary observers in Parliament 
and outside. As there were rather more than a million deposi- 
tors by 1847, the average account was nearly £%o. This was 
considered a large sum for a wage-earner to possess in the first 
half of the nineteenth century and no doubt it was this fact 
which led some critics to suggest that the figures must indicate 
considerable deposits by tradesmen and middle-class families 
and the children of wealthy parents. It has already been shown 
that the early ledgers of the savings banks give litde support to 
this view. The ^^30 millions of deposits in 1847 were predomi- 
nantly the savings of wage-earners, among whom domestic 
servants and artisans occupied the most prominent places. 

Progress was not evenly spread over this period. During four 
of the thirty years the combined funds of the savings banks 
showed a decline — 1826, 1829, 1831, and 1832. The best years 
were 1823-4 iS43~4- The first real setback in the late 

twenties and early thirties makes a conspicuous break in the 
accompanying graph of progress. There are four main factors 
which adversely affect the growth of savings — ^bad trade and 
unemployment, a reduction in wages or a rise in the cost of 
living without corresponding wage increases, a decrease in the 
rate of interest and a loss of confidence. Not infrequently more 
than one cause is operating at the same time and this makes it 
difficult to draw positive conclusions as to the reasons for the 
poor results of any one year. 

It is, however, clear that the increased withdrawals in 1826, 
which resulted in a decline of over £ 1 20,000 in the balances due 
to depositors on the year’s working, was connected with the 
financial crisis of the previous year. ‘The Panic’ of 1825, due to 
commercial speculation largely in the South American market, 
which brought down the banking house of Sir Peter Pole & Co, 
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and other financial establishments, produced a temporary lack 
of confidence in the business world which, in its turn, caused 
unemployment and decreased earnings. Savings were bound 
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Graph showing growth of Savings Bank Funds between 1817 and 1846 


to suffer and a net decline of less than i per cent, in accumulated 
small savings was not serious and was indeed less than might 
have been expected as a result of such an acute depression. The 
1829 decrease of no less than;{|'567,ooo seems, on the other hand, 
to have been largely due to the reduction in the rate of interest 
from 3rf. to 2\d. per day by the Act of 1828. It is sometimes said 
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that the small saver is more concerned with the security of his 
money than with the rate of interest. This may be true, but it is 
none the less true that, whenever reductions in interest have 
been imposed, they have had a temporarily depressing effect 
on the growth of small deposits. 

The poor results of 1831 and 1832 are less easy to account for. 
Reform Bill agitation and the industrial ferment which accom- 
panied it certainly had some effect. Hull Savings Bank, for 
instance, experienced considerable withdrawals in 1831 due to 
‘the most ridiculous apprehensions of insecurity*. Rumours 
were clearly in circulation, as a result of political propaganda. 
There are references in 1832 to runs on Manchester and other 
savings banks, but details are lacking. The withdrawals during 
the year exceeded half a million pounds — a large sum in those 
days, though not much more than one-third of the sum with- 
drawn in 1829. Though the sum invested with the National 
Debt Commissioners had decreased from £ 1 5,358,000 in Novem- 
ber 1828 to 416,000 in November 1832, the whole of this 
loss was made up in the single year following the passing of the 
Reform Act. It is probably not fanciful to connect the recovery 
with tlie increased confidence in the Government which Lord 
Grey’s ‘ measure brought about. 

So far, any instances of lack of confidence by savings bank 
depositors had been the result of political agitation or the 
temporary breakdown of the country’s financial machinery. 
There had been no suggestion of lack of confidence in the savings 
banks themselves. The way in which they weathered the early 
storms of trade depressions seemed to prove the soundness of 
their structure. A few cases of embezzlement of funds by dis- 
honest officials had caused local concern, but there had been 
nothing to suggest that the guarantee of the personal sureties of 
the officers, combined with the implied responsibility of the 
trustees themselves, were insufficient to give depositors the 
absolute security for their savings which they were entitled to 
expect. 

This belief in the adequacy of the safeguards to depositors was 
rudely shaken in the thirties in Ireland and in the late forties 
in England. Serious frauds took place, involving loss to persons 
who could ill afford it. The story of the savings banks during 
’ Lord Grey was a founder trustee of the Alnwick Savings Bank. 
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the period between the middle forties and the early sixties and 
again for a short time between 1887 and 1891 is so bound up 
with the search for complete security that some of these local 
failures must be described more fully than would otherwise be 
necessary. The details of the most serious of the frauds — Cuffe 
Street (Dublin), Tralee, Killamey, Rochdale, Cardiff — ^are ex- 
posed in voluminous Government Reports of more interest to 
the psychologist than to the economist or historian. The minor 
peculations which occur from time to time in all institutions 
handling money are usually sordid affairs; but the large frauds, 
particularly those which threaten the life savings of the poor, 
deserve all the publicity they receive. To the gallery of rogues 
of this character, whose careers make a fascinating theme for 
the student of crime, the savings banks can add a few notable 
figures. They all have at least one common feature — that, until 
their misdeeds were discovered, they were considered men of 
exceptional honesty and integrity. This is not surprising, for to 
be in a position to commit frauds on a grand scale, a man must 
have something more than ingenuity. He must be implicidy 
trusted by his dupes. 

Mr. Dunn, the actuary of the St. Peter’s Parish Sa\'ings Bank, 
Dublin, usually known as the Cuffe Street Savings Bank, was 
not, it is true, an outstanding local personality like Mr. Haworth 
of Rochdale,' but he was, in the eyes of his trustees and the 
public, a man of ‘excellent character’. He was the parish sexton, 
and, when he was first given charge of the savings bank on its 
opening in 1818, he only received £5 a year for his new work 
and responsibility. At what stage he started defrauding the bank 
is not clear, but by 1826 he had established himself so firmly in 
the confidence of his board that the only trustee who voiced his 
suspicions received anything but a sympathetic hearing. It 
took this trustee, a barrister named Lannigan, another five years 
to make any impression on his colleagues and, when they finally 
and reluctandy consented to Dunn’s retirement in 1831, the 
general impression was that he had been badly treated. Senti- 
ment soon changed when the discovery of his frauds came to 
light shortly afterwards. 

The trustees sought the help of Mr. Tidd Pratt, who in 1828 
had been appointed under the Act of that year the barrister to 
' For the Rochdale frauds see pp. 126-8. 
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certify the Rules of Savings Banks and the arbiter in disputes. 
Mr. Tidd Pratt had taken his new duties seriously and had not 
only mastered savings bank law but in 1830 had written a short 
but attractive history of the banks which he published with a 
wealth of statistics about their progress. He published a further 
edition in 1842, and during his long tenure of office no one 
disputed his claim to be the greatest authority on savings bank 
law in the country. He had much to do with the framing of the 
important Acts of 1844 and 1863, and lived to become not only 
the first Registrar of Friendly Societies, but the first Consulting 
Barrister of the Post Office Savings Bank. In all his long contact 
w'ith savings banks he probably never had a case which caused 
him half as much trouble as the frauds at Cuffe Street. He went 
to Dublin and adjudicated on 208 cases. He found that a sum 
of no less than 1,864 due to these depositors, though only 
about of this was strictly recoverable, as the rest had 

been paid over to Dunn out of bank hours or in breach of the 
rules. It turned out later that the defalcations were much 
larger. 

Mr. Pratt did not feel called on to decide on the responsibility 
of the trustees, but he seems to have given advice for which he 
was afterwards vigorously and bitterly criticized. According to 
the trustees, he expressed the opinion that the bank might be 
carried on under different management, that the claims for 
3(^7,500 should be met out of the funds remaining and that the 
trustees should gradually restore their solvency out of profits and 
even pay the balance of the claims from the same source; that 
meantime the National Debt Commissioners would turn a 
blind eye to the state of affairs shown in the annual returns. If 
this was his advice there is no doubt that it was bad advice, 
prompted in all probability by a fear of the efiect of the closing 
of the bank on other banks in the rieighbourhood. Some of the 
trustees asserted afterwards that they were anxious to close the 
bank at the time and were over-ruled ; but it seems more than 
likely that they were not sorry to carry on and evade awkward 
questions as to their own legal liability. Moreover, they made 
matters worse by deciding to pay all claims immediately — not 
only the legal ones but those which Mr. Pratt had refused to 
recognize. Certainly the National Debt Commissioners could 
not plead ignorance of the state of the bank in overlooking year 
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by year the increasingly desperate state of affairs revealed by 
the annual returns. By 1 838 as a result of new revelations of the 
extent of the frauds and the hopeless struggle to carry on with 
a growing excess of liabilities over assets, the deficiency had 
risen to over f 2^,000. In 1845 there was a run on the bank and 
about ;^50,ooo was withdrawn. The National Debt Commis- 
sioners almost decided to act but, after taking legal advice, 
shirked the responsibility. They merely advised the closing of 
the bank — advice which the trustees did not accept. If a bank’s 
assets are insufficient to meet its liabilities and it continues to 
credit interest to all its depositors at the full rate, the result is 
obvious. Not only is there no chance of reducing the deficit, but 
it grows snowball-like. When the end came three years later, 
the deficiency had reached the staggering figure of ;C56,ooo. 
Nearly two thousand poor people were faced with the loss of 
their savings. 

The Guffe Street case deserves more than usual attention, for 
it was the first real sign of a chink in the armour devised by 
Parliament on which so many thousands of the people were 
placing implicit reliance. Its sequel was also important but, to 
understand it, it is necessary to say a word about the vexed 
question of the liability of the trustees of the banks for any losses 
due to fraud. This question, which was to assume so much 
importance, seems to have been ignored by the founders of 
savings banks. The matter was not referred to in any of the 
Savings Banks Acts before 1828. This, according to Mr. Pratt, 
meant that those trustees who, before that year, had not expressly 
limited their liability in the Rules, were legally liable for all 
losses. If any cases of dishonesty occurred before 1828, little was 
heard of them and the trustees or the guarantors of the default- 
ing officer presumably paid up. One such case in Carnarvon in 
1824 did come before the coutts and the judge confirmed the 
responsibility of the trustees. But the funds of most banks were 
still small and the position was not acute. The Government 
guaranteed the repayment of all sums invested with it and the 
risk was therefore confined to such sums as remained in the 
hands of the actuary or treasurer. The 1828 Act, however, gave 
the trustees some- protection by limiting their liability to their 
‘own acts and deeds’ and cases in which they were ‘guilty 
of wilful neglect or default’. This was a reasonable enough 
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provision and did place on trustees the onus of seeing that the 
rules were observed and proper precautions against fraud taken. 
Most trustees took their duties seriously but there was un- 
doubtedly a tendency for more and more of the book-keeping 
and banking to be left in the complete control of the actuary. 
When trouble arose, it was usually easy to show that there had 
been a considerable measure of neglect on the part of the 
trustees or some of them. There was no doubt of the trustees’ 
neglect in the Guffe Street case for nearly every rule of the bank 
had been broken; they may well have been glad to carry on the 
bank rather than face a public exposure of their neglect. When 
the public inquiry took place in 1848 they had little to say in 
their own defence but tried to transfer the blame to Mr. Pratt 
and the National Debt Commissioners. Probably Dunn had 
collected a board of trustees and managers most of whom, like 
the Vicar of Wakefield’s family, were ‘generous, credulous, 
simple and inoffensive’. There was a disarming naxveti about 
the reply of the clerical trustee who was asked by the Chancellor 
of the Exchequer if he thought the interest on £33,000 for one 
year could possibly amount to as much as 8,000: T was not 
born to be an accountant, and I cannot tell you that; I was born 
to be a gentleman, not an accountant.’ 

Meanwhile, the question of liability had arisen in England in 
1835. It was unfortunate that the first large fraud there should 
have brought to an end Mr. Lloyd’s interesting pioneer bank at 
Hertford. It was a bad case. A clergyman named Small who 
conducted a branch of the Hertford Bank at St. Albans, 
managed to embezzle no less than £24,000. Few banks had a 
more opulent board of trustees and the depositors were repaid 
in full, but a loss of such dimensions was bound to create a 
sensation, particularly as one of the trustees was the Prime 
Minister, Lord Melbourne. A discussion was opened in the 
House of Lords by the Marquess of Salisbury who suggested that 
the law should be altered so as to limit the liability of trustees 
and give more security to the depositors. Jf nothing were done, 
trustees would withdraw their names and depositors would 
then withdraw their money. Lord Melbourne, however, did 
not think legislation was necessary; he thought that such 
disasters could be avoided by more careful management. There 
the matter rested for a time and the only large fraud which 
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occurred during the next ten years was at Reading and here 
again the trustees footed the bill to the extent of ;^3,ooo. 

The growth of the funds and the impossibility of devoting 
sufficient time to supervision of the increasingly complex 
administration was beginning to cause real concern among the 
trustees. Mr. Gk>ulbum received an impressive volume of 
evidence that something must be done to allay the anxieties of 
trustees if the basis of the whole movement were not to be 
undermined. He took the easy and, as it turned out, disastrous 
course of removing the liability of trustees without attempting 
to substitute any adequate new security for the deposits. The 
actual clause in his Savings Banks Act of 1844 declared that no 
trustee or manager should be personally liable to make good a 
deficiency in the funds of the bank unless he had expressed in 
writing his willingness to be so liable. Moreover, he could in 
the same way limit his liability to a figure fixed by himself. As 
might have been expected, only a mere handful of trustees made 
themselves liable by signing such a declaration; the rest, by 
doing nothing, became freed from any risk of loss. It seems that 
the Chancellor had paid too much attention to the fears and 
fancies of a few trustees. Certainly he received no support from 
the banks themselves. The representative meeting of trustees 
and actuaries convened by the St. Martin’s Place Savings Bank 
thought the new provision ‘highly objectionable’. They urged 
the adequacy of the existing clause in the 1828 Act, but without 
avail. The only additional security to depositors introduced by 
the 1844 clause which placed upon the National 

Debt Commissioners the duty of seeing that bonds of sufficient 
security were given by all persons receiving or holding savings 
bank money and that which imposed certain penalties on 
officers who received money out of office hours and did not at 
once accoimt for it. 

Within four years of the passing of the 1844 Act began a 
series of separate defalcations, which must be unique in British 
banking history. The final collapse of the Cuffe Street Bank 
in 1848 was followed immediately by frauds of almost equal 
magnitude in two other Irish banks — Tralee and Killamey. 
Mr. Lynch ofTralee, in whom, according to the bank’s treasurer, 
the public ‘had more confidence than they had in many of 
the trustees themselves’, appropriated to his own use £^^, 000 . 
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He was a clever and plausible scoundrel who enjpined his deposi- 
tors to ‘examine their pass books and see that the entry was 
correct’ and even included, in a sententious appeal to the people 
to exercise thrift, the assertion that ‘many might be disposed to 
save a part of their earnings, if they knew how to set about it or 
where to place it in safety; whilst others, who have occasionally 
practised saving, have lost what they had laid up by trusting 
it in unsafe hands’. He richly earned his sentence of fourteen 
years’ transportation, but this was little consolation to the 
depositors who found that any claim they might have had 
against the trustees had been removed by the 1844 Act. One 
witness later summed up the effects of the fraud by saying that 
‘the dissipated characters who have saved nothing now look 
upon the poor industrious creature who has been cheated, laugh 
at him, and tell him that they have spent their own money while 
the industrious man has had somebody else to spend his for him’. 
The deficiency at Killarney was about £ 20^000 and these three 
big Irish frauds, coming to a climax within a year, caused an 
immense sensation. Petitions were sent to Parliament calling 
attention to the distress caused to poor people and the Prime 
Minister agreed to set up a Committee of the House in 1848 to 
inquire into the state of the Irish banks. This Committee met 
for nine days, heard evidence but produced no recommenda- 
tions, except that a further inquiry should be made as to the 
liability of trustees and auditing of savings bank books. The 
leader of the Opposition, Lord George Bentinck, considered 
the Report of this Committee ‘as remarkable for its brevity as 
for its vacuity — as brief as it is worthless’. 

The Chancellor of the Exchequer, Sir Charles Wood, ignored 
the suggestions for a further inquiry and introduced a short Bill 
in 1848 which he may well have tliought was too modest to 
provoke much opposition. He proposed that trustees should in 
future be responsible up to a maximum of ;^^ioo each. He 
thought this sum would be suflficient to make them careful but 
not so large as to cause them to resign their trust. He also 
proposed to insist on the appointment of auditors and on the 
production of depositors’ pass books once a year at the office of 
each savings bank for comparison with the ledgers. To the 
Chancellor’s surprise and chagrin the Bill met with violent 
opposition. Lord George Bentinck again took the lead in 
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criticizing the Bill in Parliament. He suggested that the pro- 
posals were impracticable and showed a lack of understanding 
of savings bank administration, concluding with the caustic 
comment, ‘Surely a Government which had proposed so much 
and done so little, can refrain from doing harm, since they can- 
not do good; and will not press this discreditable bill through 
the House at the end of August without necessity for it, and 
against the opinion of those best calculated to form a judgment.* 
The last remark no doubt referred to the conclusions of another 
meeting of savings bank managers which had been held in 
London on 29 August 1849 to consider the Bill. Sir Henry 
Willoughby, M.P., was again Chairman and the useful link 
between the banks and Parliament. Not only did this meeting 
‘view the Bill with mingled feelings of pain and alarm’ but it 
organized the signing of two petitions against it by 79,000 
depositors. These were duly presented to the Commons by Sir 
Henry who urged that nothing should be done to interfere with 
savings banks, at any rate until a comprehensive inquiry into 
their administration had taken place. Some of the savings banks 
were in fact quite anxious for a parliamentary inquiry, as they 
wanted an opportunity of challenging the Government’s record 
in the matter of the investment of savings bank funds. 

The Irish trustees on the other hand, strongly supported by 
the Irish Members of Parliament, felt that the passing of the 
Bill was a matter of first-rate importance and urgency, if the 
movement in Ireland were to survive the recent shocks and not, 
as one witness put it, ‘crumble to dust’.* The session was well 
advanced and the harassed Chancellor, unable to reconcile the 
conflicting views, had to agree to limit the application of the 
Bill to Ireland. It was then passed and probably did much to 
save the savings banks in Ireland from complete collapse. 
From that time they began a slow but steady recovery. Tlie 
question of compensation to the Cuffe Street depositors was left 
over for the time being. 

The opposition of the English banks may seem short-sighted 
and factious, but it must be remembered that, although there 
had been a few defalcations during the past twenty-five years, 
the English depositors had not suffered; such losses as had taken 

* Over twenty small savings banks in Ireland, in addition to the three 
mentioned, clos^ within a few years of 1844. 
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place had been made up by sureties or trustees. Moreover, the 
great majority of the banks were carefully nianaged and many 
of the officers had taken great pains to evolve methods of book- 
keeping and auditing calculated to make frauds so difficult as to 
be almost impossible. They felt that the Bill arose out of the 
mis-management of some remote savings banks in Ireland and 
was bound to be read as a reflection on their own banks and 
methods of administration. 

Had the Bill been brought forward a year or so later, they 
would have felt less sure of themselves. In November 1849 
Rochdale mourned the death of one of her most prominent 
citizens, George Haworth. ‘For the reputation of honesty, 
probity and wealth there was no man who stood higher.* He 
was in fact the local Pooh-Bah, wool merchant, cotton spinner, 
publican, land and estate agent, insurance agent, rent collector, 
and actuary of the savings bank. He was prominent in all social, 
literary, and philanthropic work in the town. It was not until 
after his death that it was discovered that he was one of the 
greatest impostors and swindlers of his age. He had defrauded 
the savings bank depositors of the huge sum of ;C7*>7*5> nearly 
three-quarters of the hard-earned savings of the townspeople. 
The depositors acted quickly and sensibly. They appointed a 
Committee to look after their interests. The Committee did its 
best. It obtained about fi‘j,ooo from Haworth’s estate and the 
trustees subscribed over ^17,000 but the final dividend was 
only 12s. 6 d. in the pound. Many depositors thought that the 
Government would pay the balance. Was not this a ‘National 
Security’ savings bank? The Government, however, was not 
prepared to set a precedent by bearing a loss for which it was 
not legally liable. Its only concession was to reimburse those 
depositors who were or had been servants of tlxe Crown in the 
Army or Navy. 

The methods employed by George Haworth only concern 
this history in so far as they show the weaknesses of the system. 
He kept two sets of books, one for his private information, 
showing the transactions which actually took place, and one for 
the information of his treasurer when paying in or drawing out 
money. The worst of the trustees’ omissions was in failing to 
appoint an independent auditor but they were readily imposed 
upon in many ways by one who made an art of deception. Mr. 
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Edward Taylor, the Chairman of the Depositors’ Committee, 
described to a Select Committee of the House of Commons in 
1858 some of the ways in which Haworth guarded against 
interference by trustees and managers. 

‘The original Trustees and Managers being dead, he slowly intro- 
duced people — elected them himself in fact; and the manner in 
which he did it was, he put their names down in an Annual Report, 
but never let them know that they were made Managers. To take 
my own case: I have a Report here for 1838, in which my name is 
printed as a Manager; but 1 never was aware of the fact that 1 was a 
Manager till the Bank failed. I never was at any meeting and I was 
never called on to attend any meeting, and I can name several others 
in the same way. 1 will take another case, which occurred to a 
gentleman named Chadwick. George Haworth said to him as he 
was passing, “I want thee” (he was a member of the Society of 
Friends); “wilt thou come in and sign a return?” Mr. Chadwick 
said “1 cannot, I have nothing to do with the Bank !” “Oh, but thou 
art a Manager”, said G^eorge Haworth, shewing him his name; he 
then got him to look at the accounts, which Mr. Chadwick verified, 
and put his initials to every item; and when he had done that, Mr. 
Haworth said, “Now, if thou wilt take that paper, I will call over the 
items,” which he did from another paper. Having done that, “Now” 
he said, “thou wilt have to sign this!” and Mr. Chadwick did it, and 
believed he was signing the duplicate paper of that which he had 
examined, but it was discovered afterwards that Haworth had sub- 
stituted a falsified return. I know of another instance in which he 
waited upon a gentleman with a view to getting him to be a Trustee; 
the gentleman said “I do not like it; 1 do not like my time to be taken 
up with business I cannot attend to, and I do not like the responsi- 
bility of it.” He said “Thou knowest there will be no responsibility 
by and by, for the Government are passing an Act to take away the 
responsibility”, and afterwards waited upon him and shewed him 
the Act, which convinced him tliere was no responsibility. Then the 
question was, “What is my work?” Haworth said, “All thou hast to 
do is to sign the orders for withdrawing the money invested with the 
Government which have been audited and looked at by the Mana- 
gers: thou wilt have to send thy signature, as a sort of check against 
the Managers; the Managers manage the Bank.” ’ 

Mr. Taylor also gave evidence as to the feeling in Rochdale 
after the failure of the bank. Nearly ten years after the failure, 
young men and women were still saying, ‘We will spend our 
money rather than George Hawordi shall have it.’ There 
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seems little doubt that the disappearance of the savings bank 
gave new interest and support to the enterprise which had been 
started a few years earlier by the Rochdale pioneers and laid 
the foundations of the great Co-operative Movement.* 

No other fraud in English savings banks approached the 
Rochdale case in dimensions or effects, but the number of other 
serious defalcations during the late forties and early fifties 
showed that there was something wrong with the administra- 
tion of many of the banks and that the depositors had not yet 
the assurance of complete security which they might reasonably 
expect from statutory institutions closely connected with, 
though not controlled by, the Government. Twenty-one other 
cases of fraud were known to have occurred in England between 
1844 and 1857. In most of these, it is true, the depositors 
suffered no loss and some of them only involved small sums but 
there were serious and unfortunate cases in Spilsby, Poole, St. 
Helens, Mitcham, and the Isle of Wight, which kept the whole 
question before the public and before Parliament. Scotland’s 
record was a good one, marred only by a defalcation at Auch- 
terarder in 1848 in which a local schoolmaster appropriated 
to his own use. 

Meanwhile, the Irish Members of Parliament were deter- 
mined to give the Government no peace until it faced up to the 
question of compensation to the Guffe Street depositors. In 
March 1848 Mr. Reynolds, the member for Dublin, moved for 
the appointment of a Committee to investigate this particular 
fraud and strongly urged the Government to make good the 
loss. The motion for a Committee was carried by three votes 
against the wishes of the Chancellor of the Exchequer who 
opposed an inquiry as ‘costly and useless’. It was also decided 
at the suggestion of Mr. Herbert, the member for Kerry, that 
the inquiry should include the defalcations at Tralee, Killarney, 
and Auchterarder. This Committee, which was presided over 
by Mr. John Abel Smith and of which the Chancellor of the 
Exchequer and his predecessor, Goulbum, were both members, 
deliberated during two sessions and examined a number of 
witnesses, including Mr. Tidd Pratt, who had been criticized in 
Parliament and even referred to as a ‘flippant barrister’, and 

• The pioneer Co-operative Shop at Toad Lane, Rochdale, opened in 
December 1844, five years before the discovery of Haworth’s frauds. 
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Mr. Higham, Jun., of the National Debt Office. A full Report 
was presented to the House in the summer of 1850, but there 
were Minority Reports by Irish members, Mr. Reynolds and 
Mr. Herbert. A section of the Press had not hesitated to accuse 
the Government of packing the Committee. The majority, 
after reviewing the facts at length, exonerated the National 
Debt Commissioners from blame in the Cuffe Street case, but, 
whilst denying the Government’s legal liability, recommended 
the case of the Cuffe Street depositors to the favourable con- 
sideration of the Government. The Committee criticized the 
provisions of the 1844 Act, removing the legal liability of trustees 
and expressed its conviction that further legislation was urgently 
necessary. It did not feel called upon to outline detailed pro- 
posals, as a Bill intended to remedy existing defects had been 
introduced a few months earlier by the Chancellor of the Ex- 
chequer, Sir Charles Wood, and was under discussion. 

The upshot of this Report was that the Government granted 
;(^30,ooo towards the losses of the Cuffe Street depositors. Some 
members thought it should be all or nothing; others thought 
that losses elsewhere would have to receive similar treatment. 
The Government, however, carried its proposal by a substantial 
majority and successfully resisted subsequent attempts to re- 
open the question. 

Sir Charles Wood’s ill-fated Bill which was to set the savings 
bank house in order was first introduced on 29 April 1850. It 
was a good deal more controversial than his previous Bill in 
1848, which had eventually been confined to Ireland. It raised 
once more the thorny questions of limit of deposit and rate of 
interest. His proposal to reduce the total limit to 100 and the 
rate of interest payable to the trustees from 5J. per cent, to 
and the maximum rate payable to depositors from os. 
lod, to £2. 15s. would by itself have raised a storm of protest. 
But public attention was concentrated on how the Chancellor 
proposed to deal with the question of security. In one respect he 
followed the line \^^hich had been advocated by the banks them- 
selves two years earlier. He proposed to repeal the ‘most 
defective’ clause in* the 1844 Act, removing the liability of 
trustees and restore the 1828 provision which made trustees 
liable for their wilful neglect and defaults. He reintroduced his 
sound proposals for the appointment of independent auditors 

K 
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and for the annual comparison of depositors’ pass books with 
the ledgers. It is doubtful whether the majority of the banks 
would have taken exception to another clause which gave the 
National Debt Commissioners power to send down an Inspector, 
should they see occasion to do so, to test the accuracy of the 
accounts of any savings bank. The savings banks, however, 
guided as before by the trustees and actuary of the St. Martin’s 
Place Savings Bank, discovered what they took to be a clear 
sign of the cloven hoof in a clause which proposed that treasurers 
of the banks, who were to receive and pay all money, were to be 
appointed by the Government. They might still be honorary 
officials, but paid treasurers were clearly intended and the cost 
was to be met out of the saving in the fund due to the reduction 
in the rate of interest. It was a typical compromise proposal, 
but it was a compromise which pleased no one and roused the 
most violent hostility amongst the savings banks trustees through- 
out the British Isles. The Government had a plausible enough 
case. They were genuinely anxious to guarantee the depositors 
against loss and they naturally argued that an increase in the 
State’s liability for losses must be accompanied by an increase 
in state control. They were reluctant to propose taking over the 
banks as state institutions, for the feeling against an extension of 
bureaucracy was still strong; they were equally certain that 
completely independent honorary management was incom- 
patible with complete security for the small saver. The solution 
seemed to be to leave the trustees and managers in nominal 
control but to transfer to the State the real control of the 
principal paid officer. 

The attitude of the savings banks was only vaguely indicated 
in the resolution passed at the meeting at St. Martin’s under the 
Chairmanship of Lord Walsingham. The proposal ^must lead 
to great confusion and eventually to the disruption of these 
institutions’. It would result in the destruction of the very 
foundations on which the savings bank movement had been 
built — honorary local management. The St. Martin’s trustees 
also criticized the other clauses in detail, especially those dealing 
with reduction of interest and limits of deposit and of the 
allowance for management, which would have serious conse- 
quences for many banks. It is true that the savings bank, 
representatives did not put forward any constructive alternative 
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proposals, though the minds of some of the shrewdest leaders 
were already turning in the direction of independent inspection 
and audit as the best solution. There is no doubt that many of 
the well-managed banks tended to dismiss too lightly the need 
for any change. Mr. Lewins, who wrote his History of Banks for 
Savings ten years later, was by no means a hostile critic; yet he 
saw the big change which was taking place in the movement. 
The growth of business was necessitating a large increase in the 
number of paid officers and ‘in an almost corresponding ratio 
did the unpaid machinery decline. Slowly but surely the 
management of Savings Banks went out of the hands of an 
unpaid into those of a paid staff of officials and every year the 
system of check became more nominal than real.* He might 
have said a ‘badly paid staff* — another temptation to fraud. 
Yet the objections of the banks to Sir Charles Wood*s proposal 
were sound. There is little doubt that state appointment of the 
treasurers would have been a fatal blow to honorary manage- 
ment and so to that intimate local control which has given the 
Trustee Savings Banks their distinctive place in the community 
and was acknowledged some eighty years later to have been 
largely responsible for winning the ‘confidence and affection* 
of their depositors.* On this and similar occasions during the 
next ten years the savings banks were often accused of factious 
opposition to the proposals of successive Chancellors of the 
Exchequer for the reform of the savings bank system. No doubt 
there were die-hard extremists among the trustees, but the 
following report made by one of the Glasgow trustees (Mr. 
Anderson Kirkwood) to his colleagues after the deputation to 
Sir Charles Wood in 1850, shows that the banks had a good 
case for raising objections to this Bill: 

‘The Bill had four things in view — ist. To interpose Government 
security to depositors from the moment they put their money into 
the coffers of the Savings Banks; 2d, To provide a series of checks 
upon the management of the Banks by the appointment of a number 
of paid officers, consisting of treasurers, agents or clerks, inspectors 
and auditors; 3d, To reduce the rate of interest allowed to Savings 
Banks from ;5 : — ^per cent, to per cent. ; and thus save Govern- 
ment a quarter per cent. ; and 4th, To accomplish a further saving to 
Government — ^by limiting to £100 the amount which any depositor 

* Seep. 335. 
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might put into a Savings Bank — ^by preventing deposits on behalf 
of minors, unless such deposits were allowed to remain until the 
minors reached 14 years of age — and by rejecting deposits from 
Trustees, except in a few special instances. These were the chief 
purposes of the Bill, and your Committee directed their careful atten- 
tion to each. 

^As to the security^ they cordially concurred with Government, and 
only complained that it was not made sufficiently clear and explicit 
in the Bill. 

^As to the checks proposed^ while your Committee approved of the 
most efficient checks being applied, they could not assent to the 
cumbrous and expensive machinery of having 520 paid treasurers 
appointed by and accountable only to Government — as many paid 
agents or clerks, named by the treasurers — an indefinite number of 
paid inspectors, to be nominated by Government — and an equally 
indefinite number of paid auditors, to be appointed by the Banks. 
All this machinery, involving as it did a divided management and 
a divided responsibility, seemed to your Committee as inexpedient 
as it was unworkable; and they thought that the object in view 
would be better attained by the appointment simply of a competent 
number of qualified inspectors or auditors. 

‘This part of the Bill might, perhaps, have been satisfactorily 
modified and settled; but, to its next feature, viz., the reduction of the 
interest^ your Committee had insuperable objections. One of the 
Chancellor of Exchequer’s arguments for the reduction was, as I 
find from his speech, that the depositors did not want interest so 
much as security. No doubt they wanted and are entitled to perfect 
security, but, as everybody knows, they also desired a fair rate of 
interest for their deposits. 

‘Until the year 1817, Savings Banks had no connection with 
Government. It was in that year they were first wpdded to it — at 
least the Savings Banks of England and Ireland — ^whether “for better 
or for worse” remains yet to be seen ; and tlie temptation then held out 
was : 1 1 *.3 per cent. This rate continued till 1828, when it was 
reduced to ;(^3 : 16 : -Jd. It was not till 1835 that Scotland accepted 
the benefit — if benefit it be — of a complete Government connection; 
and in the following year the Glasgow Savings Bank was established, 
upon the footing of getting that rate from Government. But the 
interest was again reduced in 1844 to ;(^3 : 5 ; - per cent., and it has 
since continued at the same rate. 

‘These facts demonstrate that the interest allowed to Savings 
Banks has always formed a most important element with all parties 
in furthering the success of such institutions. But although I have 
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given the successive rates allowed by Gk)vemment, I must explain 
that the depositor has never got even these rates, because it was 
always necessary to deduct from a half to a quarter per cent, for the 
expenses of management. 

‘Now, no one will maintain that three per cent, is an exorbitant 
rate, or that Gk)vernment cannot afford it, if they manage their in- 
vestments judiciously, — at least no one but the Chancellor of the 
Exchequer will, I think, seriously maintain this. He said, however, 
that Government sustained an annual loss of ^(^42,670, by being the 
bankers of the poor. This was a startling statement, and the Com- 
mittee made it their business to investigate its accuracy. The result 
of their investigation was, that even upon the fact of the Government 
accounts the apparent loss was only 24,247 per annum, upon an 
average of the last five years. But they found, moreover, from the 
same accounts, that from two millions to two millions and a half of 
the Savings Banks’ money had not been invested by Government, 
and that no dividends or interest had been credited for this large 
amount. And, finally, they ascertained that had such dividends been 
accounted for. Government, instead of appearing a loser, would 
have been shown an actual gainer to the amount of 102,186 for 
the last five years. Your Committee circulated amongst members of 
parliament the details by which these results were obtained. The 
“Times” had a leading article calling attention to the facts thus 
brought out. The “Daily News”- had also a leading article on the 
same subject, and yet no attempt has been made to controvert your 
Committee’s calculations. They are justified, therefore, in adhering 
to their statement, that the Chancellor of the Exchequer is in error 
as to the loss which he assumed. 

‘But granting, for the sake of argument, that there was a loss, 1 am 
sure not even the keenest financial reformer would grudge the sacri- 
fice in order to encourage habits of providence among the indus- 
trious classes. We all know that improvidence leads to poverty, 
poverty to recklessness, and recklessness to crime. Any moderate 
sacrifice which will produce the opposite result is, therefore, true 
economy in the end, by saving poor rates, and the expenses connected 
with crime. 

‘Passing now from the rate of interest, your Committee also 
objected to the Bill, in so far as it reduced the amount which each 
depositor could deposit, and in so far as it excluded deposits by 
various classes of Trustees^ and practically, abo, the deposits of 
children under fourteen years of age. The effect of such restrictions 
b, by limiting the gross amount of deposits, and particularly of large 
sums, to throw the whole burden of the expense of management 
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upon small depositors, and the consequence would be, that, suppos- 
ing Government were successful in reducing the rate of interest to 
3 per cent., the Bank could in all probability afford to pay only 2^ 
per cent, to depositors.* 

The opposition was well organized, as the resolutions minuted 
by banks all over the country testify, and the Government was 
left in no. doubt that a storm was brewing. In Parliament Sir 
Henry Willoughby was again the spokesman of the banks. He 
started a little offensive of his own against the National Debt ’ 
Commissioners, urging that they should be superseded by an 
independent Commission. He suggested that the Bill should 
be postponed until an inquiry into the whole subject could be 
held and a consolidated Bill introduced. 

He had an unexpected ally in the request for postponement 
in Mr. Hume, who, though in general a supporter of the Bill, 
particularly of the part dealing with a reduction in the rate of 
interest, thought that more time should be allowed for members 
to study the reports of the Committee of 1849 -50. Sir Charles 
Wood witlidrew his Bill and, although he remained at the 
Exchequer for two more years, never reintroduced it. When he 
was questioned about it early in 1852, he promised to bring the 
Bill forward again that Session, but the fall of the Ministry 
took place before he was ready. He had, however, secured 
a new adviser at the National Debt Office in the person of 
Sir Alexander Spearman, Bt., an able and experienced civil 
servant, who had succeeded Mr. Higham in 1850 and whose 
keen mind was much exercised during the next twenty years in 
trying to find a solution of these vexed savings banks questions. 

Mr. Disraeli, who was for a time a trustee of the Wycombe 
Savings Bank, had no time in the course of his short stay at the 
Exchequer in 1852 to grapple with the subject and it was left 
to Mr. Gladstone to examine it afresh. 

The savings banks had certainly given little help to the poli- 
ticians in their attempts to remove abuses and weaknesses in the 
system. They had been free with criticism but lacking in sugges- 
tions. A good deal of consideration was, however, being given 
behind the scenes to some Suggestions on the Savings Bank Question 
circulated in 1851 by Mr. Arthur Scratchley, a barrister and 
formerly Fellow and Sadlerian Lecturer of Queens’ College, 
Cambridge, who was a recognized authority and writer not only 



The Search for Security 135 

on savings banks but on friendly societies, building societies, 
life assurance and other similar societies appealing to the work- 
ing classes for support. He drafted a Bill in that year embodying 
his proposed reforms and, though it came to nothing, it is clear 
from the views expressed by some of the leading savings bank 
personalities during the next ten years and particularly before 
the Select Committee of 1858 that he played a considerable part 
in influencing their views. On the question of the Government’s 
connexion with the savings banks he made eight proposals : — 

‘ist. The appointment of a Commission to superintend and man- 
age the general funds of Savings Banks, and the investment of the 
deposits received by it. 

‘2nd. A grant to be accorded by the Legislature to make up the 
present deficiency in Savings Bank securities on the understanding 
that, should any surplus arise on the future conversion of the stock 
into cash, it be applied to recoup the nation for the deficiency grant; 
but should the stock voted prove insufficient, then a further grant to 
be made. 

‘3rd. The funds of Savings Banks to be left by the Commission 
in the present securities, until more advantageous investments pre- 
sent themselves, and then to be gradually withdrawn to the extent 
of one-half, and placed (if possible) in others producing a better rate 
of interest. 

‘4th. The Commission to receive for the deposits exactly what 
interest their investments realize. 

‘5th. The Commission to have power to replace any amount of the 
deposits in Government Stock in case other satisfactory investments 
cannot from time to time be found. 

‘6th. Any financial necessities of T:he public exchequer to be pro- 
vided for by allowing the Chancellor to borrow such money as he 
may require from the Sfivings Bank Commissioners, and to replace 
the same with interest. 

‘7th. The Commissioners to be instructed to encourage the forma- 
tion of new Savings Banks in places where none exist. 

‘8th. A modification of “Mr. Whitbread’s Post Office Plan” to be 
adopted as a feeder to local banks in large towns from small places 
where none exist, or where it is not yet expedient to establish inde- 
pendent branches.* 

The last recommendation foreshadowed Gladstone’s Bill of 
1 86 1. The seventh was not given parliamentary sanction until 
1929 and the remainder found a good deal of support by the 
Committee of 1858, thotigh they did not find favour with the 
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Treasury. Mr. Scratchley’s other suggestions, elaborated in 
great detail in a treatise published in i860, need not be set out 
here, and it is not clear at this distance of time how far the ideas 
were his own and how far he was reflecting the views of some of 
the savings bank trustees and actuaries, with whom he had been 
in correspondence. 

An interesting sequel to the rejection of Sir Charles Wood’s 
Bill of 1850 was the holding of a mass meeting in the Glasgow 
City Hall on 10 February 1852. The meeting was organized by 
the Glasgow Savings Bank and ‘the spacious area was filled with 
a most intelligent assemblage, numbering upwards of 3,000 
persons and composed almost exclusively of the working classes’. 
The Lord Provost presided over this large gathering and Sheriff 
Glassford Bell explained the nature of the savings bank consti- 
tution and the method of conducting business. He took the 
occasion to assure his hearers that there was no risk of loss 
through dishonesty in the Glasgow Savings Bank and described 
the precautions against fraud and the security afforded by the 
rules and methods already in operation. He then referred to 
Sir Charles Wood’s recent Bill, admitting that some of the pro- 
posals were reasonable, but criticizing vigorously the proposed 
reductions in rate of interest and limit of deposit. He had heard 
criticism that the money deposited in Glasgow was withdrawn 
from ‘Scotch and local purposes’ and handed over to the 
Government in London, but national security could not be 
obtained in any other way. The money was applied in London 
to important national purposes. The Sheriff was evidently 
listened to with attention, as was Mr. D. R. Kilpatrick, who 
criticized the ‘vicious system’ of menages, clubs, and loan 
societies (charging 20 per cent, or more), in which many of the 
working classes were toiling. It was, however, left to three minis- 
ters of religion, the Rev. Dr. King, the Rev. Dr. Buchanan, and 
the Rev. Mr. Gillan, to work up the meeting to enthusiasm. If 
the printed report of the meeting is to be believed, their speeches 
were punctuated throughout by great cheering. It seems re- 
markable that three thousand wage-earners should crowd to a 
meeting at which the principal resolution was: 

‘That Savings Banks have been proved by experience to be wise in 
their design and beneficial in their consequences : not only in the way 
of inducing provident and economical habits among the industrious 
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classes and otherwise promotii^ their comfort, respectability and inde- 
pendence, but also as means, under Divine Providence, of conducing 
to the elevation of moral character and the enhancement of social 
and domestic happiness amongst a large portion of the community,’ 

It seems even more remarkable that Dr. King’s remarks, in 
moving this resolution, should have been so enthusiastically 
received. 

‘Sometimes it has been whispered’, he said in the course of a long 
speech referring to the interest rate of 3 per cent., ‘that it is too good 
to be true, that the Government has surely some secret design in 
giving encouragement to these institutions — that, in one way or 
another, they are to be the avenue of aggravated taxation. ... If, 
to escape the Government, you will not put your money into these 
banks, if you choose rather to spend it on dissipation, then you ex- 
pose yourself to the very evil you dread — the Government gets hold 
of you — ^you will then pay taxes on your foolish indulgences; more 
than that, you will maintain legions of brewers, and distillers and 
dramshop-keepers, who are, to say the least, superfluous to you, and 
who are more costly to the working classes than any standing army 
that ever devoured their resources or imperilled their liberties.’ 
{Loud cheers.) 

The savings banks stood to gain nothing for themselves by their 
advocacy of thrift. The services of the trustees were gratuitous 
and, as for the officers, small deposits caused much work and 
expense and, if they sought their own ends, they would dis- 
courage them and live a life of comfort and ease. But what 
about the attitude of employers in encouraging saving? T have 
heard it whispered by working men that masters are in one way 
or other to get something out of this — that if they know we have 
savings of our own, they will think we can dispense with part of 
our wages.’ His answer was that wages were not determined in 
that way, but rather that the best workman, who was usually 
the most thrifty and provident, would always be preferred. To 
those who argued that saving encouraged parsimony, he replied 
that in his experience thrift and generosity often went hand in 
hand. ‘A man who saves from principle is likely to be the man 
who gives from principle.’ And there was still another criticism. 
‘Some have a notion of this kind — ^who are found to say they 
are entitled to take the good of what they have while they have 
it; and if they come eventually to be ill off and hardly bestead 
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and hungry, they will be entitled to come on the parish/ But 
who would advocate leaning on such support? ‘It supposes 
humiliating application, it supposes suspicious interrogatories, 
it supposes doled-out pittances, and at last no feeling but that of 
reliefin seeing your name erased from the registry of the living and 
your body committed unhonoured to the tabernacle of the dead/ 

This most unusual meeting continued until shortly before 
eleven o’clock and it is difficult to convey in a few short extracts 
from the speeches the mixture of fact, homily, eloquence, and 
humour to which the large audience seems to have listened 
enraptured for so long. Here, however, is a sample of the out- 
spoken and lively tirade of the Rev. Mr. Gillan, which was the 
most applauded of all the speeches. He was commending the 
work of the newly established penny banks, which are referred 
to in more detail in Chapter X. 

‘These, I may state, are stationed in the more crowded parts of the 
city, such as the Spoutmouth, the Old Wynd and the Havannah/ 
{Great laughter,) ‘What ! Banks in places like these? Surely you might 
as well have one in the Highlands or on top of Ben Nevis, for any 
money they will bring in, . . . We seek to change the scene. If there 
is want in those barren regions, was there no waste as a previous 
process?’ {Cheers.) ‘Many would persuade us they have nothing to 
save. Even young, stout, clever fellows with no wife or widowed 
mother, they would have us so believe, though their muscular arm, 
their bright, intelligent brow belie what their lips proclaim. They 
assure us they do not drink; this we shall not dispute; but are there no 
other indulgences which, though not criminal, are assuredly most 
expensive? The glass may be seldom to your head, the bottle grasped 
seldomer still — ^but pray what is that little implement pressed by the 
lips upon one side of the mouth, with blue smoke therefrom ever and 
anon ascending, like an expiring choffer?’ {Loud cheers.) ‘Oh, it’s 
only a pipe with a little burning tobacco. Only a pipe! Only a little 
tobacco! Let us hope you can sdford it, for in truthfulness I cannot.’ 
He recounted how he met a man smoking a pipe and asked him how 
much tobacco he sucked in a week. ‘Twa unce — but sometimes a 
wee bit mair’ was the reply. {Much laughter.) ‘If he had saved the 
money spent on this debauchery between the ages of twenty and 
fifty, he would have in the Savings Bank £72 : 18 : 1 1 ; hard, heavy, 
glittering gold’ instead of ‘a nasty, offensively smelling, mudde- 
fying, narcotic weed — for which, in the shape of return, he gets 
smoke and fumes, as if his body was on fire and the flames twisting 
out at the garret, and ashes, and blacked burned pipes, with an un- 
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natural precocity of parts, ending in premature decay.’ {Continued 
cheers.) ‘Think of “Vanity Fair” at the race week; think on your 
social communings “when drouthy neebors, neebors meet” at the 
New Year; think on toys, trinkets and sweetmeats to the cliildren — 
before you plead an inability to store. If you can give no more, we 
invite you to consign one penny. Tell us not that you are ashamed 
to do so. Others give of their comparative abundance — you of your 
penury and the great treasury of prudence, propriety and foresight. 
Ashamed ! If so, let me accompany you there to prompt you to the 
deed. With yours I shall put in my own penny, if you please, 
esteeming you the better man, as having less to give.’ 

No wonder the savings bank of Glasgow, which, like the 
Edinburgh Savings Bank, had been re-established in 1836 under 
the Scottish Act of the previous year, was forging ahead. From 
the middle forties the Scottish savings banks began to take a 
prominent part in the movement. They were still compara- 
tively small in funds, but were well managed. In 1844 they did 
not represent much more than £i millions out of the £2“] mil- 
lions in the savings banks of Great Britain. This was probably 
due to the assiduity with which the Scottish joint-stock banks 
continued to court the small saver. In the fifties some of the 
Glasgow joint-stock banks were opening savings departments 
at night and claiming many operatives among their depositors. 
The competition was probably helpful. The boards and officials 
of the larger Scottish savings banks were often stimulated into 
great activity and their combination of shrewdness and enter- 
prise had its reward. The confidence which they inspired was 
in no degree shaken by the frauds in England and Ireland. 

The same may be said of the leading savings banks of Eng- 
land, which were improving their procedure and strengthening 
their foundations all the time. Unfortunately theif example was 
not always followed and the movement began to be judged 
in some quarters by its least efficient units. Consequently the 
growth from 1833, though relatively steady, was not accelerat- 
ing as should have been the case. Even though ‘the money 
wages of labour, viewed in the mass and neglecting year to year 
vicissitudes, were almost stationary between 1830 and 1846-50*,* 
the population was increasing and the effect of compound inter- 
est should have brought about an improvement on the ‘million 

^ Glapham, Economic HisUny qf Modem Britain. 
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a year’ increase which continued throughout the period to 1846 
with few exceptions. Then came the setback of 1847-8, referred 
to in the next chapter, with the result that when Sir Charles 
Wood’s Bill was defeated in 1850 the balances due to depositors 
were less by some £700,000 than when the Goulburn Act was 
passed six years earlier. 

Many facts were working against progress during these years, 
but there is no escaping the conclusion that during the late 
forties and early fifties a lack of confidence in the security of 
the savings banks was an operative factor in retarding their pro- 
gress. The search for security had exposed the flaws without 
producing an agreed remedy. It was clear that so long as those 
officials entrusted with the custody of money were inadequately 
paid, the temptations to peculation were unnecessarily strong, 
and that the available management allowance was insufficient 
to pay reasonable salaries except in the larger banks. It was 
clear that many of the smaller and medium-sized savings banks 
were woefully behind the progressive banks in standards of ad- 
ministration, that there was an urgent need for improved audit 
and book-keeping and that the personal bonds guaranteeing the 
fidelity of the officials were often inadequate. It was clear that 
the restoration of some degree of personal liability of trustees 
was necessary to stimulate the interest and responsibility of some 
of the boards of management. Yet there was no central body to 
raise the level of book-keeping and see that elementary precau- 
tions were adopted. Nor was there any prospect as yet of an 
agreed amendment of the Statutes. Until these weaknesses 
were eliminated, it was virtually certain that frauds would con- 
tinue and confidence be lacking. Mr. Gladstone certainly did 
not realize in 1853 ^^^w much time and thought he would have 
to devote to the whole question during the ensuing decade. 



Chapter VIII 

MR. GLADSTONE AND THE OLD SAVINGS BANKS 

T he years from 1853 to 1863 were the most important and 
even the most critical in the whole of the long history of 
Trustee Savings Banks. The movement emerged in 1863 
with many signs of the buffetings it had sustained in the storms of 
the previous decade, but really in a healthier condition. That it 
survived these years, during which many confidently predicted 
its end, was due more to the essential soundness of the structure 
than to any display of statesmanship on the part of those who 
were for the time being in control of its destinies. It had one 
other serious storm to weather before the end of the century, 
but it was this period in the middle of the century which finally 
decided that the Trustee Savings Banks should remain an essen- 
tial part of the financial structure of the country. 

By 1853 attempts to find a statutory remedy for the defects 
which had led to the CufFe Street and Rochdale scandals had 
not been quite abandoned, but statesmen were getting tired of 
the thankless task of trying to. please everyone and not a little 
nervous of the power of the savings bank supporters in the lob- 
bies. The weaknesses of the system were well known. In the 
forefront there was the lack of complete security to the deposi- 
tor, particularly since the 1844 Act had removed all liability 
from the trustees without substituting any alternative security 
for those funds which did not reach the National Debt Com- 
missioners. Then there was the continuing deficit in the funds, 
suggesting rather unfairly that the savings banks were a constant 
burden to the community. Lasdy, there was the more or less 
static condition of the movement. It is true that the combined 
funds of the banks had, by 1853, reached the considerable total 
of ;(^33, 362,260, but this was only £1,500,000 above the figure 
for 1846, the increase being due to the addition of interest. For 
the four years from 1847 to 1850 withdrawals had considerably 
exceeded deposits each year. This lack of progress was due to 
many causes, most prominent^mong which was the serious 
financial crisis of 1847-8, but was none the less disappointing. 
Nor had there been any considerable growth in the number 



14 ^ Mr. Gladstone and the Old Savings Banks 

of banks for many years — a sure sign of waning vitality. Only 
seven new banks are recorded as having been opened in the five 
years to 1853, of which Folkestone Savings Bank is the only one 
which survives to-day. Although the number of savings banks 
in England was nearly 500 and the only county completely 
uncovered was Rutland, there were said to be about 150 towns 
with a population of over 10,000 which had no such bank and 
seemed to have little chance of getting one. Nine Scottish 
counties and four in Ireland had no savings bank. These were 
mainly small, Ayrshire being the most populous, but it was 
clear that the 1817 system could not claim to he comprehensive. 
It was equally clear that no movement to complete the chain of 
local savings banks was likely to succeed until the questions of 
security of deposits and liability of trustees were put beyond 
doubt. 

More serious than the extent of the territory uncovered was 
the lack of a progressive spirit in the vast majority of the existing 
savings banks. As late as 1861 only 20 of the 638 banks had a 
daily opening; some were open two or three times a week, but 
355 only once a week, 54 once a fortnight, and 10 once a month. 
The meagre management allowance did not, it is true, encourage 
enterprise, but it was the few banks which gave a full service 
which alone showed considerable growth of business. The best 
of the savings banks were doing excellent work and improving 
their systems of book-keeping and checks against dishonesty. 
But they were more concerned to proclaim their own soundness 
and progress than to look into the admitted weaknesses of the 
movement in other places. 

The Government was not yet disposed to take any steps to 
survey the movement as a whole and see that small savings 
facilities were made available to all. They were more concerned 
to stop the holes in the existing structure than to build new 
wings. They had, however, recognized in 1842 that the existing 
local savings bank system could not cater for soldiers on service, 
who had no fixed home and might be away from the country 
for long periods, and in that year they had started military 
savings banks in connexion with the various regiments. Army 
pay was not unduly generous and the Duke of Wellington is 
reported to have said, when asked about soldiers’ savings in 
1827, *Has a soldier more pay than he requires? If he has, it 
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should be lowered, not to those now in the Service, but to those 
enlisted hereafter.* This chilly reception to the idea of military 
savings banks effectually killed the project at the time, but when 
Parliament approved the proposal at the instance of the Secre- 
tary at War, Lord Howick, fifteen years later, and allowed the 
generous rate of interest of 3I per cent., the scheme worked 
smoothly and successfully. The Act was amended in 1847 and 
1859 and by 1865 the ‘Fund for Military Savings Banks’ held 
by the War Office with the National Debt Commissioners 
amounted to over ,^250,000. Naval savings banks were not 
started until 1866, but an Act of 1854 inaugurated Seamen’s 
Savings B anks at the shipping offices at the principal seaports. 
These banks, which were under the direction of the Board of 
Trade, also had an account with the National Debt Commis- 
sioners and offered the same interest and were subject to the 
same limits of deposit as Trustee Savings Banks. But they never 
flourished. The seamen who were willing and able to save have 
preferred, as a rule, to do so by making an allotment through a 
savings bank in the neighbourhood of their homes. 

St. Martin’s Place was still the largest savings bank, with 
about ,([^1,400,000 at the credit of its 50,000 depositors. It was 
not only the largest, but was still regarded by a considerable 
number of banks throughout the country as the natural leader 
in savings bank affairs, just as Mr. Boodle, its actuary, was still 
the chief spokesman of the paid officers. In the light of the 
relative weakness of the Trustee Savings Banks in London and 
the south at the end of the century, it is of interest to record that 
three of the seven largest savings banks in the British Isles in 
1856 were located in London — St. Martin’s Place (first) , Bishops- 
gate or Moorfields, now London Trustee Savings Bank (fourth), 
and Bloomsbury, now amalgamated with London Trustee 
Savings Bank (seventh). The County of Middlesex could claim 
nearly millions, or no less than 14 per cent., of the combined 
funds of the Savings Banks which at this date were still under 
;(^35 millions. There were other able actuaries in London 
besides Mr. Boodle. Mr. W. N. Wortley, for instance, of the 
Finsbury Savings Bank, gave evidence before the Select Com- 
mittee of 1858 as good as that of any other representative of the 
banks. Mr. Saintsbury of the Moorfields Bank took considerable 
trouble to study the operations of the French savings banks. 
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with the object of improving his own bank’s administration. 
Mr. D. Finney of the St. Marylebone Savings Bank — a smaller 
but active bank — was also a man to whose ideas others gave 
attention. 

The Exeter Savings Bank, with its large and distinguished 
board of trustees and managers, largely drawn from Cathedral 
or County families, and its unique network of country agencies 
throughout Devon, was the only savings bank, apart from St. 
Martin’s, which had over a million pounds of funds. The actu- 
ary at this time, James Shopland, had been in the service of the 
bank for the greater part of its history, during which it had 
always been well managed and had developed a distinctive and 
independent organization and viewpoint. 

Third in order of size, with nearly a million pounds, came the 
Manchester bank, now rapidly forging to the front under its 
able actuary, Mr. John Hope Nield, who had learnt from the 
Scottish banks the importance of giving depositors a full service 
and easy facilities for withdrawal as well as deposit. Liverpool, 
which had now recovered from the restrictive autarchy of Arch- 
deacon Brooks, had nearly three-quarters of a million. Glasgow 
Savings Bank ranked only sixth with ;^68o,ooo, but it had, 
in 1848, appointed a remarkably able young actuary in Mr. 
William Meikle, who must be ranked as one of the outstanding 
figures of savings bank history in the nineteenth century. He 
remained actuary till 1895 and laid the foundations of the great- 
ness of the Savings Bank of Glasgow by placing the book-keeping 
on a sound system, which largely survives to this day, and in- 
culcating in his staff high ideals of service to the depositors. His 
brother later became actuary of the Edinburgh Savings Bank, 
which now ranked ninth with and which had exer- 

cised outstanding influence in improving the inethuds of savings 
bank administration and book-keeping. Two other banks of 
similar size, Birmingham and Bristol, through the lack of that 
same enthusiasm and enterprise, were destined to close, with 
unfortunate results to the savings movement in those areas. 
Newcastle-on-Tyne, Hull, and Devonport, on the other hand, 
were doing well. Of the other banks which subsequendy became 
leaders in the movement, York ranked twenty-sixth, Aberdeen 
thirty-third, and Belfast fifty-fifth. 

Mr. Gladstone can hardly have had much knowledge of 
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savings bank problems when he entered on his first term as 
Chancellor of the Exchequer in Lord Aberdeen’s Government 
of 1 853 at the age of 44, The budget of that year, which brought 
him to the centre of the political stage for the first time, mono- 
polized most of his energies and, with the attention of mem- 
bers divided between his financial reforms and tlie threatening 
Turko-Russian situation in eastern Europe, a Savings Bank 
Bill might have been expected to pass through a listless House 
with little difficulty. Mr. Gladstone proposed to introduce three 
Bills affecting the savings banks during 1853 and 1854. The 
first, which was directed to extending and improving the 
machinery for buying government annuities through the savings 
banks, has already been mentioned* and did not encounter 
much opposition, though the introduction of powers to grant 
small life assurances raised a protest by a member who saw a 
threat of competition with private life assurance companies. 
Only fifty-six members had sufficient interest to vote in the 
Commons division on the third reading. 

Gladstone’s intention in the Second Bill was to alter the 
method of investing savings bank money when it reached the 
National Debt Commissioners. This was one of the questions 
about which previous Gk)vernments had had to face the most 
constant criticism. The knowledge that large sums were now at 
the disposal of the Chancellor of the Exchequer through the 
savings banks gave birth to suspicion. Might not the Chan- 
cellor’s power to buy and sell stock and Treasury bills without 
the knowledge of the House be abused? Gladstone was quite 
clear in his own mind that savings bank depositors had no 
grievance. They stood no risk of loss or chance of gain, for the 
State guaranteed the return to the trustees of the banks of the 
money invested with it, together with interest at a specified rate. 
The State were bankers and while the money was in the hands of 
the State it was no one else’s business howit was invested. At the 
same time he admitted that misunderstanding did arise about 
the Government’s stock transactions and thought the State’s 
obligation to depositors could be made more clear. Instead of 
buying fluctuating securities, the Governent might gradually 
convert its holdings on behalf of savings banks into what he 
described as an ‘open asset credit’, on which 3 per cent, would 

* Seep. 1 15. 

L 
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be paid to the trustees. In other words, the funds would still be 
at the disposal of the State, but the National Debt Commis- 
sioners’ powers of investment would be severely limited. Any 
question of future deficiencies in the savings bank funds, owing 
to purchase of stock when prices were high and sale when prices 
were low, would be ruled out. 

The savings banks were not, however, satisfied. They still 
chafed at the implication that the accumulated deficiency in the 
Savings Bank Fund (now estimated at nearly £2^ millions) was 
a just cause of complaint against the savings bank movement. 
It was due, they once more asserted through their faithful 
spokesman, Sir Henry Willoughby, to mishandling of the moneys 
by the financial officers of the State. The investment of the 
funds was a matter which concerned the savings banks, as it 
affected the rate of interest; the intention of the present Bill was 
to reduce that rate of interest. There should be an independent 
body to hold and invest savings bank funds or at least a Royal 
Commission to look into the whole question. 

The issue, in short, was whether the State ought to regard 
themselves as trustees or as bankers in dealing with the Savings 
Bank Fund. The banks themselves strongly advocated the 
‘trustee’ theory. Savings bank funds should be clearly distin- 
guished from other state assets. Investments should only be 
made or sold when this was clearly necessary or in the interests 
of depositors. This was a plausible and attractive contention, 
but the Chancellor of the Exchequer had many strong points on 
his side in holding that the State was only a banker and could 
do as it liked with the money it received in this capacity. If the 
State were a trustee, then the Trust Fund must be self-support- 
ing. The rate of interest to depositors must vary with the interest 
earned on the Trust Fund, but tlie Fund would have to bear 
the whole loss through having to buy when prices were high and 
sell when prices were low. Moreover, the public, as a whole, 
would suffer if the State could not use the Savings Bank Fund 
for financial operations of undoubted benefit to the nation. 

‘In my opinion’, said Mr. Gladstone in 1859, ‘there cannot be a 
more gross delusion than to think that the funds in the hands of the 
Commissioners of the National Debt are the funds of the depositors 
in the Savings Banks. You take the money of these depositors and 
you give them the entire security of the public for their money. 
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They cannot have a better security; and if you give them that, they 
have no interest in the employment of the money: it does not signify 
to them if you fling it to the bottom of the sea. So long as the 
Treasury of the country is sound, it does not matter one rush what 
the Chancellor of the Exchequer does with the money. If he invests 
it well, they are no richer; and if he plays all the tricks of the mounte- 
bank, or disposes of it with the artifices of the swindler, they are none 
the poorer.’ 

The classic instances of the value to the State of the free use of 
savings bank moneys before this time were in connexion with the 
Conversion operations of Lord Althorp in 1834 and Goulbum 
in 1844. In the former case. Lord Althorp in 1833 ordered the 
selling of stock held by the Savings Bank Fund and the discon- 
tinuance of further purchases of stock, so as to accumulate a 
fund from which he could pay oflF the dissentients who declined 
to agree to the reduction of the 4 per cent, stock to 3 J per cent. 
Nearly half the whole amount of capital reduced was available 
in this way through the Savings Bank Fund. The Conversion 
was successful and there is no doubt that the existence of these 
resources under Treasury control greatly helped Lord Althorp, 
for the number of dissentients was much larger than was 
expected. The public benefited to the tune of some ;)C53,ooo a 
year. The Savings Bank F und, however, suffered to some extent, 
pardy through the selling of 7(^574,712 3 per cents, at the un- 
favourable figure of 87, and partly through the loss of interest 
so long as Exchequer bills were held in place of stock. Mr. 
Goulburn only had to use £2 or millions of savings bank 
money to pay off dissentients to his 1844 Conversion of the 3J 
per cents, to 3 J and later to 3, but the knowledge that he had 
the power to use the money undoubtedly gave him confidence. 

The savings banks, with only a limited knowledge of what 
actually took place, not unnaturally exaggerated the adverse 
effect of such action on the finances of their Fund, but they had 
a strong logical case. If the Government wished to retain 
complete control of savings bank money, it must buy and sell 
securities either with a view to obtaining the best possible return 
in the interests of depositors, or so as to serve the financial needs 
and convenience of the National Exchequer. If it were to adopt 
the former policy, the savings bank depositors could not properly 
demand out of the Fund more than it could afford to pay. But, 
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as the Government had admittedly acted on the latter policy, 
there was no reason why depositors should be penalized because 
the Fund was earning less than it might otherwise have done. 
The rate of interest must not be reduced because the Chancellor 
of the Exchequer had chosen to sell stock and buy Treasury 
bills. The State could not have it both ways. This controversy 
continued in and out of Parliament for many more years, but it 
was probably to the best interests of the savings banks that Mr. 
Gladstone’s view ultimately prevailed and the Trustee Savings 
Banks became such an intimate and essential part of the finan- 
cial structure of the country. 

But the opposition to this rather technical Bill was slight com- 
pared with the opposition to the third of Gladstone’s Bills — a 
general measure of reorganization of the savings banks. It was 
not the Consolidation Bill for which the banks had been pressing, 
but was a fairly long measure and some of its clauses were as 
controversial as ever. The rate of interest to depositors was to 
be reduced from the existing maximum of to £ 2 . loj. per 
cent. A government guarantee was to be given to all banks 
which complied with certain conditions, of which the most im- 
portant was the appointment of government 'receivers’ and 
inspectors, the regular calling in of depositors’ pass-books, and 
the forfeiting of interest where depositors had not claimed it for 
ten years. It was, indeed, a slight variant of Sir Charles Wood’s 
Bill of 1850 and the opposition was just as intense. Petitions 
began to pour in from all over the country, giving the new 
Chancellor his first glimpse of the influence wielded by boards 
of trustees and managers. Of course, the St. Martin’s Place 
Bank was among the petitioners, but it seems that on this occa- 
sion the lead came from elsewhere. The Manchester tnistees 
sought and obtained an interview with Mr. Gladstone through 
the services of one of their trustees, Mr. Brotherton, M.P., of 
whom they record in their Minutes, ‘The peculiar urbanity of 
his disposition renders him acceptable to men of all parties’. 
They explained their objections to the system of government 
receivers, which seems to have been included in the Bill at 
Gladstone’s own request, contrary to the wishes of Sir Alexander 
Spearman and Mr. Tidd Pratt. They emphasized the impracti- 
cability of calling in all the pass-books and of arranging that 
a trustee and manager should attend on aU occasions when 
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business was transacted. They were willing that the rate of 
interest should vary with the state of the market. 

Thanks, no doubt, to the urbanity of Mr. Brotherton, but 
also to the careful preparations of Mr. Nield, the actuary, the 
deputation was cordially received and seems to have made some 
impression. In any case, the Bill was shelved and Gladstone 
either had not the opportunity or perhaps the desire to reintro- 
duce it before the Aberdeen Government fell in 1855. He must 
have realized that there was more in the subject than he had at 
first thought. He must also have been extremely disappointed 
at receiving this check on his successful first spell at the Treasury. 
Some of the opposition seemed to him factious and deliberately 
intended to embarrass him, and it is doubtful if he ever forgave 
some of those who had obstructed his early efforts to settle these 
thorny questions once and for aU. He came to the conclusion, 
he confessed later, that the Trustee Savings Banks ‘smelt of class’, 
a conclusion which was probably reached as a result of contact 
with some of the very aristocratic boards of management in the 
south, notably at St. Martin’s Place, where the eight trustees, 
under the presidency of the Prince Consort, were all members 
of the House of Lords. It was certainly not true of the country 
as a whole. The fact is that at this time such members of the 
aristocracy and landed gentry who retained a connexion with 
local savings banks as patrons or trustees were usually figure- 
heads, men whose names were regarded as an assurance of 
financial stability and who would not disclaim some responsi- 
bility to depositors, but who took little active part in the ad- 
ministration of the savings banks. Those members of committees 
of management who were the real supervisors of the work of the 
banks were more commonly business men and middle-class 
tradesmen, among whom Mr. Gladstone could count many 
ardent supporters and admirers, with a strong infusion of clergy 
(the Banbury Savings Bank had no few^er than fifty-one clergy- 
men on its board) and a sprinkling of professional men, particu- 
larly lawyers and doctors. 

During this period Mr. Gladstone, as Chancellor of the 
Exchequer, had another illustration of the great value to 
the State of the small savers’ money. The use of the Savings 
Bank Fund in the Conversion operations carried on by Lord 
Althorp and Mr. Goulburn has already been referred to, but 
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the Crimean War showed for the first time how small savings 
could help to finance a war, though none could have foreseen 
the amazing developments of this idea in the twentieth century. 
The supplies granted by Parliament for the Army and Navy 
in the Crimea were required far more quickly than a corre- 
sponding revenue to meet them could be obtained in normal 
ways. The Treasury was able to borrow from the Savings Bank 
Fund through Ways and Means Bills which were issued to the 
National Debt Commissioners in anticipation of a public loan. 
There were those who said afterwards that this was disadvan- 
tageous to the Savings Bank Fund, but Gladstone, as had been 
shown, had his own strong views on the paramount interests of 
the State. Sir Alexander Spearman, the Comptroller-General 
of die National Debt Office, testified before the Select Com- 
mittee on Savings Banks that ‘these operations during the early 
pressure during the war in the Crimea were necessary and were 
advantageous to the State, while my opinion is that they were 
not disadvantageous to the Savings Bank Fund*. 

This, however, is to anticipate the appointment of this Select 
Committee, to which object the active savings bank partisans 
now devoted their time and thought. It was, indeed, becoming 
fairly clear to statesmen of both parties that the savings bank 
question, which was taking up so much of Parliament’s time, 
would not be satisfactorily settled until a Select Committee had 
investigated some of the accusations which were being made 
with increasing frequency and freedom against the Debt Com- 
missioners on the one side and the lax administration of some of 
the banks on the other. One final attempt was, however, made 
to secure an immediate amendment of the law. 

The interlude of the Crimean War had given Sir Alexander 
Spearman the opportunity to reconsider the plan proposed 
without success in 1853. He had been assiduous in consulting 
representative trustees and officials and, when Sir George Lewis 
succeeded Mr. Gladstone at the Exchequer, his ne^v proposals 
were ready for submission to Parliament. 

The new Bill was introduced in February 1857. Complete 
government security was to be given to savings bank depositors, 
provided the trustees and managers applied to be protected by 
the provisions of the Act and agreed to abide by the conditions 
laid down by the National Debt Commissioners with the con- 
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sent of the Treasury. On the vexed question of the right of 
appointment of the paid officers, which had contributed to the 
fate of the previous Bill, the idea of State-appoint^ treasurers or 
receivers was dropped. Appointments were to remain with the 
trustees and managers, but the approval of the Debt Commis- 
sioners was required. The Bill also proposed that the Commis- 
sioners should have power to specify the qualifications of the 
officers, approve the amount of their security, define their 
duties, fix their salaries, and dismiss them. The regulations were 
not set out in detail in the Act and clearly everythmg depended 
upon the conditions and the amount of control which the Com- 
missioners would decide to impose. An unnecessary gift to the 
opposition was a clause proposing to reduce the limit of deposit 
from £200 to ;Cioo. The Commissioners were also to be autho- 
rized to appoint savings bank inspectors and auditors. 

Sir George Lewis contented himself with introducing the Bill 
in that session without attempting to carry it farther. His object 
was to ascertain the probable lines of the opposition and assess 
the prospects of ultimate success. During the recess Sir Alex- 
ander Spearman circulated a copy of the Bill to each bank with 
a memorandum explaining the conditions which he proposed to 
require from banks wishing to bring themselves under its opera- 
tions. These were not unreasonable, seeing that the Govern- 
ment was giving a complete state guarantee. The trustees must 
satisfy the Commissioners that the bank was well managed, the 
accounts regularly and correctly kept, and the bank solvent. To 
satisfy itself on these points, the deposit books of all depositors 
must be called in and compared with the ledgers by government 
auditors or inspectors. The Commissioners would also exercise 
a continuing superintendence over the management and trans- 
actions of the bank within the limits set out in the Bill ‘without 
unduly or unnecessarily interfering with that local management 
which it is desirable to maintain and support’. 

This circular led to another burst of activity on the part of the 
savings banks. The actuaries of the Scottish savings banks were 
called together by Mr. William Meikle, the actuary of the 
Savings Bank of Glasgow. They expressed their gratification at 
the proposal to give depositors the security of the State and 
asked assurance on certain points. Mr. Meilde gave his personal 
view that, if the £200 limit were allowed to remain and the 
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Regulations were framed so as to leave each bank to enact its 
own by-laws, the Bill would be generally acceptable in Scodand. 
Manchester again took the lead in the north of England. Mr. 
Nield convened a conference of twenty-three savings banks in 
Lancashire, Yorkshire, and Cheshire. They represented over 
millions of funds and appointed a deputation to represent 
them in London. The deputation called on Mr. Boodle and 
also met representatives of the Scottish banks and Mr. Sikes of 
Huddersfield.^ The majority was favourable to the general 
principle of the Bill, but the St. Martin’s Place, Aberdeen, 
Dundee, and Huddersfield Savings Banks objected, and it was 
clear from correspondence that objections were strongly held in 
many parts of the country. An interview was arranged with Sir 
George Lewis, who was insistent that he desired to give all pos- 
sible freedom to trustees and managers. He had himself struck 
out a clause which would have given the National Debt Office 
entire control over expenses of management. 

Feeling for and against the Bill continued to run high. Mr. 
Hatton of the Brighton Savings Bank tried his hand once again 
at a Savings Bank Magazine. His project for a quarterly journal 
at a subscription of five shillings again failed for lack of support, 
but ‘No. i’, which appeared on 31 March 1857, gave a qualified 
blessing to the Bill. The reduction of the limit of deposit was, 
of course, criticized, but the maiin criticism was that it would be 
optional for banks to remain outside the Bill and that a minority, 
by failing to seek government security, might bring the whole 
movement into disrepute. 

Sir George Lewis may well have felt, when Parliament re- 
assembled in May, that the Bill had a good chance of success. 
In an endeavour to convert probability into certainty, he 
announced the dropping of the clause reducing the limit of 
deposit and promised that, if the Bill were passed, he would 
recommend the setting up of a Select Committee to deal with 
other outstanding issues. He had, however, under-estimated the 
strength of the continued opposition of the banks >vhich looked 
to St. Martin’s Place for inspiration and the persistence of their 
main protagonist. Sir Henry Willoughby. 

Willoughby’s opposition was not a whit modified by these 
concessions. He considered that the proposals would mean, in 
* Later the ‘father’ of the Post Office Savings Bank — see Chapter IX. 
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practice, interference with the administration of the banks by 
subordinate government officials and this they would 'sturdily 
resist’. He again accused the Chancellor of ‘jobbery’ in his 
financial dealings with savings bank funds. He pointed out that 
many important savings banks had petitioned against the Bill. 
He asked either for a Consolidated Bill or a Select Committee. 
During the remainder of the debate the call for a Select Com- 
mittee was heard from many parts of the House and many 
members were clearly uneasy at the absence of any details in the 
Bill of the sort of conditions the Debt Commissioners might 
choose to impose as a condition of ‘adopting’ a bank. The Chan- 
cellor replied that he wished to avoid unnecessary restrictions 
which might result from too detailed a definition embodied in 
an Act of Parliament. This applied both to restrictions on the 
trustees in the administration of the banks and on the Commis- 
sioners in the investment of the funds. 

The Bill, when it came up for the Second Reading, again had 
a mixed reception, but survived this stage in spite of a strong 
appeal against the tendency for increased government inter- 
ference by Mr. J. A. Turner of Manchester in an able maiden 
speech, and a more violent attack by Mr. Ayrton, Member for 
Tower Hamlets, who regarded it as ‘a measure of the purest 
Socialist character’. Sir George Lewis made a conciliatory 
reply, pointing out that banks need not come under the Act 
unless they wished for a state guarantee, that he had prepared 
regulations and submitted them to experienced actuaries and 
officials of savings banks, and that if the Bill were passed he had 
agreed to the appointment of a Select Committee. 

It seems probable, however, that the House was more in- 
fluenced by the weighty and reasoned speeches made during the 
debates by Mr. Sotheron Estcourt, who had shown for some 
time great knowledge of and interest in the subject, was himself 
a manager of the small savings bank at Tetbury, and was known 
and respected for his ability and impartiality. Estcourt was a 
country squire of the best type. Inheriting a family tradition 
going back to the fourteenth century, he followed closely in the 
footsteps of his father, Bucknall Estcourt, M.P., who had been a 
popular but retiring member of the House of Commons earlier 
in the century. Harrow and Oxford, where he duly got his First, 
and a seat in the House at the age of 38 opened out prospects of 
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a promising career; but Estcourt, like his father, never sought 
office and his brief service as President of the Poor Law Board 
and later Home Secretary, shortly after the years we are now 
surveying, never did justice to his talents, and his health failed 
soon afterwards. 

Estcourt certainly helped the Government to secure the pass- 
ing of the second reading of its Savings Bank Bill, but he could 
not save the Bill from following its predecessors to an early grave. 
Willoughby had been busy in the summer of 1857 creating 
diversions, formulating amendments, and counter-attacking the 
Government on the old question of manipulation of savings bank 
funds, and by 20 July Sir George Lewis was forced to admit that 
there was no likelihood of finding time for consideration of the 
Bill, particularly as there were thirty amendments on the paper. 
On 21 August he finally capitulated. He confessed that the 
arrangements he had proposed had not received the approba- 
tion which, he considered, their merits justified and he an- 
nounced that he would agree to the appointment of a Select 
Committee. 

Willoughby and the St. Martin’s Place Savings Bank had 
won another parliamentary victory, but it is doubtful if they 
had improved their position. Indeed, their power steadily 
waned after this. Probably a Select Committee was necessary 
to clear the air; it might have been extremely valuable had 
the savings banks formulated an agreed policy to submit to the 
Committee for developing, improving, and strengthening the 
savings banks throughout the country. They were, however, as 
we have seen, disunited and more skilled at obstruction than at 
construction, with the result that they found it difficult later to 
obtain support for such mild reforms as they thought desirable. 

The Select Committee of 1858 did, indeed, seem to be a 
further vindication of Willoughby’s tactics. He dominated its 
proceedings and a large part of its Report was a reproduction 
of his own draft. But few of the recommendations of the Com- 
mittee were adopted and the voluminous proceedings of the 
twenty-five sittings, which are embodied in a Blue Book of over 
450 closely printed foolscap pages, were of more value as a survey 
of the past than as a guide to the future. 

Estcourt was the obvious Chairman and he showed skill and 
patience in steering his team, by no means all inclined to pull 
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the same way, to an agreed or at least compromise Report. He 
could rely on fairly steady support from Mr. Bouverie, a Liberal 
with ministerial experience as President of the Poor Law Board 
(a son, by the way, of William Gobbett’s old friend, the Earl 
of Radnor), from the Rt. Hon. Thomas Baring, who, like his 
brother, had been Chancellor of the Exchequer, but who had 
a strong personal link with the savings banks as President of 
the Moorfields Bank, and from a number of back-benchers of 
moderate views including a Bramston, a Whitbread, and a 
Bonham-Garter. Willoughby, on the other hand, had only one 
or two strong supporters, of no great weight in themselves, 
Egerton and Turner of Manchester being the most consistent, 
but he was skilful in winning a measure of support from the more 
independent members of the Committee, of whom the most inter- 
esting were Mr. Ayrton, M.P. for Tower Hamlets, and Viscount 
Goderich. Ayrton was an able member with very definite views 
of his own, one of which was that ‘the establishment of Govern- 
ment Banks is not only unsound in principle, but might tend to 
foster in the minds of the people those erroneous ideas of the 
nature and functions of State Government which have proved so 
injurious to the peace and welfare of society in other countries’. 
In consistendy supporting this view, he opposed a state guar- 
antee to depositors, recognizing that such a guarantee would 
imply a measure of state control. Ayrton is described as a man 
of ‘great ability and knowledge’ but of ‘brusque manners’ and he 
could obtain no support for the lively additions he would have 
made to the Report. Goderich, the son of the ‘Goody Gode- 
rich’ or ‘Prosperity Robinson’, who had passed the 1 824 Act, had 
been in touch with the savings banks of Yorkshire and had 
been one of the advocates of a Select Committee, He was still 
regarded as an advanced Radical with Christian Socialist sym- 
pathies. He was a helpful and impartial member of the Com- 
mittee and later went on to complete a long and distinguished 
career as first Marquis of Ripon and a staunch Gladstonian. 

The Committee’s terms of reference were wide — ‘to enquire 
into the Acts relating to Savings Banks and the operations there- 
of’ — but most of its attention was directed to ascertaining: (i) 
what alterations in the law or administrative changes were 
necessary to give the depositors greater security ; and (2) whether 
the criticisms of the manner in which the savings bank funds had 
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been invested were well based and» if so, what safeguards should 
be introduced in the interests of both savings bank depositors 
and the country. 

On the first question of security, the savings bank might well 
complain that the Committee met at an unfortunate time. 
Recovery from the crisis of 1847-8 had been slow. It had not 
been until 1851, the year of the Great Exhibition, that the 
million-a-year increase in savings bank deposits had been re- 
sumed. Then followed two years of good trade, rising wages, 
and a cheaper cost of living due to the fall in the price of bread. 
Three million pounds was added to depositors’ balances during 
1852-3, but the revival was short-lived. The next four years 
saw an increase of less than £2 millions. The Crimean War not 
only brought increased prices and taxation. Rumours about the 
Government’s use of the Savings Banks Fund to finance the war 
apparently led to some nervousness about the safety of deposits 
on the part of the more credulous, while the shrewder deposi- 
tors took advantage of the low price of Consols to buy them out 
of their savings bank balances. This had the usual result of 
forcing the National Debt Commissioners to sell out securities 
at a time of low prices with the inevitable adverse result in the 
position of the Savings Banks Fund. Soon after the end of the 
war came the financial panic of the autumn and winter of 1857, 
a short but violent disturbance of trade and finance which was 
bound to be very much in the minds of a Select Committee 
sitting in 1858. The savings banks, it is true, came reasonably 
well out of the crash, which brought down the Western Bank of 
Glasgow, the Borough Bank of Liverpool, and the Northumber- 
land and Durham Bank and ruined countless other firms and 
individuals. The crisis, which spread from America, was usu- 
ally attributed to over-trading abroad and excessive extension 
of credit facilities; consequently, it was less likely to affect 
savings bank depositors than industrial crises at home. It was 
not nearly so damaging to savings banks as the crisis of 1847-8, 
due to railway speculation at home. During those two years 
the savings banks had to draw from the National Debt Com- 
missioners over £^ millions more than they remitted to them, 
whereas in 1857 the excess of drafts was less than £i million. 

Glasgow, as the headquarters of the Western Bank, naturally 
suffered as badly as anywhere from the 1857 crisis. The Western 
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Bank had over 100 branches and its liabilities to depositors 
exceeded £5 millions. It had the second largest paid-up capital 
of any of the Scottish banks. The crisis also led to the suspension 
of the City of Glasgow Bank for a month and it w’as unfortunate 
that it weis not then wound up instead of carrying on to the devas- 
tating crash of twenty years later. Forashort time panic reigned. 
It was intensified by the fact that some of the branches of the 
Western Bank had used the words ‘Savings Bank’ and two 
of them actually used the phrase ‘National Security Savings 
Bank’ . Some of the Western Bank depositors thought they were 
depositing in the Savings Bank of Glasgow and had government 
security. The Glasgow trustees had to draw 100,000 from the 
Commissioners — ^in those days a great sum and equal to about 
one-sixth of their funds. Fortunately, the panic subsided more 
quickly than was expected and some ;{^45,ooo of this was not 
needed, so that the real effect of the crisis, even in Glasgow, was 
not really as severe as in 1847, when withdrawals exceeded 
deposits by £85,000. Trouble was also expected at Newcastle- 
on-Tyne, when the failure of the Northumberland and Durham 
Bank became known. The Bank of England took the unusual 
step of advising the manager of the savings bank to arrange a 
special opening to counteract panic and authorized him to draw 
upon the Bank of England for any sum of money he might re- 
quire to meet withdrawals. This definitely helped to reassure 
the people and there was no run on the bank. Similar situations 
occurred elsewhere and the members of the Select Committee 
of 1858, with this recent experience in their minds, were prob- 
ably more impressed with the need for caution and security than 
concerned for the development of the savings bank movement. 
The Committee could hardly have foreseen the rapid recovery 
by the savings banks from the four bad years which preceded 
their deliberations. The increase of £6 millions between 1858 
and i860 had only once been exceeded in any period of three 
years (1822-4) graph overleaf). 

The savings bank witnesses before the Committee had many 
suggestions to make as alternatives to Sir Alexander Spearman’s 
plan, which had been embodied in Sir George Lewis’s Bill of the 
previous year. Unfortunately they had no agreed policy. The 
leading actuaries. Boodle of St. Martin’s Place, Wortley of 
Finsbury, Saintsbury of Moorfields, Finney of St. Marylebone, 
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Mdkle of Glasgow, Nidd of Manchester, Shopland of Exeter, 
Jamieson of Perth, Sturrock of Dundee, and Hatton of Brighton 
Savings Banks and the treasurers of the banks at Edinburgh and 
Cork (Maidand and Craig) each had thdr own solutions but 
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did not always see eye to eye. It is true that when Mr. Boodle 
of St. Martin’s Place was first asked by the Chairman if he was 
giving evidence on behalf of the general body of savings banks 
in the kingdom, he replied, ‘Exactly so’, but later, when again 
asked whether ‘you consider that at this moment, in making any 
statement or representation to this Committee, you are speaking 
not only in your own name, but in that of other Savings Banks?’ 
he was forced to admit ‘I am not now in communication with 
any other Savings Bank, but only was so in the particular years 
referred to’ (i.e. 1844 and 1848). 

On one point, indeed, the actuaries all agreed — that security 
was bound up to a large measure with methods of book-keeping, 
internal check and audit. It would, however, have been diffi- 
cult to find two banks with exactly the same systems and pre- 
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cautions. The chief credit for the progress which had been made 
in evolving a businesslike and, as nearly as possible, iiaud-pFOof 
system of book-keeping must be given to the Edinburgh bank. 
We have seen that this bank had been the first to conduct its 
operations on proper business lines and to inform other banks of 
its methods. In this admirable tradition Mr. John Maitland, 
actuary of the Edinburgh bank, 1839-49, ^^ter accountant 
to the Supreme Courts, had, in 1841, circulated amongst the 
banks hints on savings bank accounting. His suggestions had 
been adopted by a number of banks, including the important 
Glasgow and Manchester Savings Banks, now rapidly forging 
their way to the front. The St. Martin’s Place system had been 
adopted, with variations, by a number of savings banks in the 
south. Mr. John Craig, an agent of the Bank of Ireland and 
honorary treasurer of the Cork Savings Bank, was equally 
emphatic that ‘no system except my own will produce an accu- 
rate balance in the same time’. Craig’s system had been de- 
bated by the savings banks for ten years or more and had only 
gained two definite disciples — Limerick and Carlisle. Its dis- 
tinctive feature was the amalgamation of the prospective inter- 
est for the current year with the principal on every occasion of a 
receipt or payment, so that the amounts due to depositors for 
both principal and interest could be readily calculated weekly 
or indeed at any time of the year. The alternative of keeping 
the prospective interest in a separate column in the ledgers and 
only entering it in the depositors’ pass-books at the end of the 
financial year, which was gradually becoming general, met with 
no favour from Mr. Craig, whose examination took up a good 
deal of the time of the Committee. No doubt they gave him 
more licence than many witnesses, because he was a forceful 
and entertaining personality. One of his notions was that all 
deposits under 5;. should be discouraged or, better still, refused. 
As the cost of the transactions of the Cork Savings Bank worked 
out at IS. afflf. each, what was the use of taking a deposit of 6d. ? 
It would be better to give the potential depositor 6d. and say, 
‘There, my good man, there is 6d. for you ; pray do not come 
bothering here!’ It is only fair to add that, despite Mr. Craig’s 
eccentricities, the Cork Savings Bank had an excellent record, 
being the largest savings bank in Ireland and ranking fifteenth 
of the 600 such banks in the British Isles. 
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The Select Committee could not make much of the evidence 
it received on questions of book-keeping and procedure, but 
recorded its opinion that ^the most effectual restraint upon 
malversation is to be found in the presence of a second party in 
every transaction where money is paid or received*. Nor were 
its conclusions on the all-important question of the government 
guarantee to depositors elaborated as one would have expected 
from a Committee with such wide terms of reference. Except 
in one all-important respect, the recommendations followed the 
line of Sir George Lewis’s withdrawn Bill. On the adoption of 
certain unspecified regulations ‘regarding the accounts to be 
kept and the audit thereof and respecting the receipt and pay- 
ment of deposits’, a bank was to obtain complete government 
security and the right to use a special title, i.e; ‘Government 
Security Savings Bank’. The new feature was the proposal to 
transfer the superintendence of the savings banks and their 
funds from the National Debt Commissioners to a special 
Savings Bank Commission of five members, of whom the Chan- 
cellor of the Exchequer and the Governor of the Bank of Eng- 
land (or Deputy Governor in his absence) were to be two, the 
remainder being appointed by the Grown. This was in accor- 
dance with the long-expressed wishes of the savings banks, who, 
though they had no personal grievance against Sir Alexander 
Spearman, who was recognized to be an exceptionally fair and 
able Comptroller-General, objected strongly to the direction of 
savings bank affairs by a Department whose interests might 
conflict with the best interests of the banks themselves. The 
setting up of a separate Savings Bank Commission and the pro- 
posed quorum of tliree to give validity to its decisions would 
ensure that Chancellors would have to take more care in the 
future that savings bank interests were not overlooked. 

This was all very well and must be accounted a victory for 
Sir Henry Willoughby, but it was a victory at a high price, for 
it soon became clear that no Chancellor of the Exchequer, and 
certainly not Mr. Gladstone, whose return to power was immi- 
nent, would sponsor a Bill the professed object of which was to 
cut down so drastically his own discretionary power, as ‘banker’, 
of dealing with savings bank funds. The whole of the Com- 
mittee’s recommendations were far too bound up with this 
question of a Savings Bank Commission. The Government was 
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not prepared to concede the point; the banks, now that their 
views had been supported by a Select^Gommittee, were not 
prepared to drop the proposal. This was unfortunate, because 
the banks which gave evidence before the Committee and 
were probably representative of the great majority, were almost 
unanimous in expressing their willingness to have government 
inspectors or auditors in return for the government guarantee* 
Meikle of Glasgow thought that such inspection ‘would have 
prevented almost every fraud that has ever occurred*. The 
deadlock on the question of a Savings Bank Commission in 
1858 effectively shelved this proposal for over thirty years. A 
system of inspection in the middle of the century might have 
accelerated a general reorganization of the book-keeping of the 
less efficient banks, increased confidence in their soundness, 
and prevented the serious blow to their hopes which was to be 
inflicted before the end of the century. 

It is unnecessary to quote the detailed conclusions of the 
Committee on the other main contention of the banks — that 
the deficiency in the Savings Bank Fund had been largely 
caused by the way the investments had been made and sold by 
the Debt Commissioners. 

The evidence given by Sir Alexander Spearman had, how- 
ever, thrown much light on the way in which the Fund was 
invested and so helped to remove some of the exaggerated 
notions regarding the loss sustained through the State not re- 
garding itself as a ‘trustee’ for the depositors. Mr. Boodle, for 
instance, had stated his belief that in the previous six years some 
£2 to millions had been lost to the Fund by the sale of stock 
and purchase of Exchequer bills. Sir Alexander Spearman 
produced figures to show that, had no Exchequer bills been 
bought and no operations in stock taken place except for 
savings bank purposes between 1817 and 1857, the Fund would 
have amounted to ;C34>794>428 instead of its actual figure of 
3^34,452,282. The loss to the Fund due to the transactions of 
the Commissioners was, therefore, limited to 3(^342,146. But the 
total ‘deficiency* at 20 November 1857 (that is to say, the amount 
by which the securities at the market value at that date fell 
short of the liability to the trustees of savings banks) was no 
less than 186,1 13. In fact, the deficiency of assets was un- 
doubtedly caused mainly by Ae sanctioning by Parliament of 
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a higher rate of interest than the investments could yield. To 
a lesser degree it was due to the fact that heavy withdrawals 
usually occurred when the price of Consols was low and large 
deposits when the price was high — ^so sales and purchases had 
to be made under the most unfavourable conditions. The use 
of the moneys for purely state purposes was only a comparatively 
minor cause of the deficiency, but one which naturally gave 
much offence to the banks themselves, who were criticized for 
the liability they were supposed to be piling up for the unfor- 
tunate taxpayer. 

The ‘Savings Bank Deficiency’ was a bogy constantly resur- 
rected by the critics of savings banks for fifty years or more. The 
fact is that the Fund never recovered from the loss caused by 
the high rate of interest paid as a matter of state policy before 
1844. Once this loss had produced an insufficiency of revenue, 
the deficit grew automatically; and the reduction of the rate of 
interest to the trustees of the banks in that year, though enough 
to keep a solvent fund solvent, was not enough to restore an 
insolvent fund to solvency. The method of valuing the Fund 
annually at 20 November often tended to distort the real 
position. If Consols happened to be high on that date, the defi- 
ciency seemed small — ^if low, it seemed alarming. Mr. Arthur 
Scratchley, who studied the whole question very thoroughly, 
found that on the basis of the average price of Consols dur- 
ing twenty-five years (;{^92f), the deficiency worked out at 
^(^4,413,91 7 at 20 November 1858. Of this sum he thought that 
no less than ;,C3,286,526 was due to the high rate of interest 
credited to trustees, ^^^62 1,786 to purchases when prices were 
high, 89,804 to sales when prices were low, and 3^315,801 to 
unfavourable investment policy due to the Government’s use 
of the money for its own purposes. 

In their references to the question, the Select Committee of 
1858 accepted in the main Sir Henry Willoughby’s draft, which 
took up three-quarters of the Report. He had secured a valu- 
able ally in Lord Monteagle — a former Chancellor of the Ex- 
chequer — ^who had expressed the opinion in the House of Lords 
that the power of using savings bank money for state purposes, 
of which he had himself taken advantage when Chancellor, 
should be curtailed; and now gave evidence to the same effect 
before the Select Committee. The Committee were satisfied 
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that the Savings Bank Fund (though not the depositors) had 
suffered for the reasons stated and that to some extent a 
new permanent funded debt had been created without the 
knowledge of the legislature. 

‘It has been urged^ says the Report, ‘in favour of the existing 
practice, that upon two occasions, viz. in 1835 and 1844, a portion 
of the stock was sold, and the money so raised was applied to a fund 
under the safeguard of which the Chancellor of the ^chequer of the 
day was enabled to accomplish great reductions in the interest of 
the debt, by which the nation was relieved of an annual charge 
of many thousand pounds; and that, on the breaking out of the 
Crimean War, the purchase of Exchequer Bills on account of 
Savings Banks was a means of furnishing the Government with the 
necessary supplies at a moment when a loan could not have been 
obtained except at a serious discount. 

‘It cannot, indeed, be disputed that the command over so large a 
sum as arises year by year from the deposits of Savings Banks is a 
material relief to the Exchequer at critical moments, and facilitates 
the ordinary transactions of the Treasury in regard to Exchequer 
Bills. ... It is not a light matter to interfere with an arrangement 
from which such accommodation has been found to arise; but your 
Committee think there are grave objections to this mode of proceed- 
ing, irrespective of any consideration of loss or gain to the State, 
which render it expedient to limit and restrain the absolute power 
hitherto exercised by the Government in buying, selling and varying 
the securities in which the capital of Savings Banks is invested; 
because such power withdraws from the cognizance of Parliament 
large financial transactions during the time when they are in the 
course of being accomplished; and it also occasions disci*edit to 
Savings Banks by putting them in the light of institutions burden- 
some to the country, when in truth it is plain that if their money 
were regularly invested in Consols and Bills little or no deficiency 
would now exist. 

‘Your Committee propose that in future the Commissioners of the 
National Debt shall be relieved from the office of investing the monies 
of the Savings Banks; and that this duty shall be confided to a Com- 
mission of five persons. . . .* 

Moreover, the powers of investment of the new Commis- 
sioners were to be extended to enable them to invest not more 
than one-third of their funds in a wider range of securities, 
guaranteed by the Government. 

The other recommendations of the Estcourt Committee all 
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embodied suggestions put forward by the savings bank wit- 
nesses. There should be a Consolidating Act at once; one was 
known to have been drafted and the need for such a measure 
had been impressed on members of the Select Committee, who 
had found the greatest difficulty in sorting out the statutory 
provisions and regulations of the last forty years. Secondly, the 
present annual and total limits of deposits should be maintained. 
John Maitland, hon. treasurer and former actuary of the Edin- 
burgh Savings Bank, was the only savings bank witness in 
favour of lower limits; several banks thought the limits should 
be raised. Thirdly, no banking concerns other than those certi- 
fied under the Savings Bank Act should be allowed to use the 
name of savings banks-— a reform which has since been advo- 
cated regularly by the certified Trustee Savings Banks, without 
success. Fourthly, that the 1828 provisions governing the lia- 
bility of trustees should be restored. Lastly, depositors should be 
allowed to invest sums in excess of the £ 1 50 limit in government 
stock, the dividends to be credited to their accounts. 

It was not left to Sir George Lewis to decide whether to act 
on the Select Committee’s recommendations, for in June 1859 
Mr. Gladstone was back at the Exchequer. When asked a few 
weeks later what he proposed to do about the savings banks, he 
replied that it was possible a Bill might be introduced on one or 
two points, but the session would not last long enough to afford 
reasonable prospects of a general Bill. It was soon clear that 
Mr. Gladstone was not prepared to follow the Select Committee 
very far. He introduced a ‘Savings Banks and Friendly Socie- 
ties Investment Bill’ early in i860. It dealt purely with the 
investment of savings bank moneys. The Chancellor of the Ex- 
chequer was no longer to have power to convert Deficiency and 
Consolidated Fund and Ways and Means Bills into permanent 
public debt and was to give Parliament fuller information about 
the transactions of the National Debt Commissioners. ‘There 
have been occasions’, he admitted, ‘on which uses have been 
made of these powers which I am not prepared to justify,’ but 
substantial power must remain with the Finance Minister. The 
Bill provided for a larger range of investments for savings bank 
funds, to include certain government guaranteed stocks giving 
a higher rate of interest, but the power of investment by the 
Debt Commissioners was to be limited to one-quarter of the sum 



Mr. Gladstone and the Old Savings Banks 165 

held by the State, the remainder to be inscribed in State Deposit 
Account No. i, bearing interest at 3 per cent., the amount being 
subject to rectification each year. The mention of 3 per cent, 
led to a suspicion that a reduction of the rate payable to trustees 
would be a natural sequel to the passing of the Bill. 

What was at once clear to Estcourt and the other members of 
the Select Committee was that their proposal for a Savings Bank 
Commission was to be shelved. They challenged Gladstone 
on the point and accused him of not giving consideration to 
the Committee’s recommendations. ‘Consideration’, retorted 
Gladstone, ‘does not necessarily imply adoption. A man may 
consider and adopt or consider and decline.’ It was clear diat 
he was now definitely in the latter category. He turned on his 
critics and upbraided the Select Committee for not devoting 
even one-tenth of the whole inquiry to questions of management 
of the banks. What was all this talk about the importance to 
depositors of the way the money was invested? ‘If the Govern- 
ment made ducks and drakes of twenty million pounds out of 
forty millions, the moral obligation existed for the restoration 
entire and scathless of the monies which the State had received.’ 

The gloves were off now. Members of the Select Committee 
— Estcourt, Willoughby, Baring, Ayrton, Turner, Henley, and 
others in turn — denounced the Bill in language which Glad- 
stone thought on one occasion had ‘gone to the extreme verge 
of Parliamentary licence’. He suddenly switched to a violent 
attack on the savings banks and their officers. 

‘There were no doubt certain officers of Savings Banks who had 
an interest in maintaining the power they now had of cutting and 
carving on the sum that formed the difference between the £3:5: 
per cent, paid by the public and the sum paid to depositors. These 
officers endeavoured to maintain their own interests by sending in 
petitions against the Bill, which, as they thought, tended to diminish 
the funds available for defraying the expenses of Savings Banks and 
raising all those beautiful buildings that were to be seen in so many 
of the towns of this country — buildings used for two or three hours 
a week for Savings Bank purposes and which formed very agreeable 
residences for those officers.’^ 

‘ This sweeping asserrion seems to have been based on a single instance. 
The Head Office of the Chester Bank (five miles from Hawarden), built in 
^S53> was at the time only open to the public a few hours a week and con- 
tained comfortable residential quarters. 
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This outburst did not do the Chancellor any good. The first 
clause of the Bill was defeated by ii6 votes to 78, a defeat 
which clearly wrecked the Bill. Gladstone left the House to 
ponder over the situation. He confided to his diary, ‘July 20 
H. of G. Lost my Savings Bank Monies Bill; my first defeat 
in a measure of finance in the House of Commons. This 
ought to be very good for me, and I earnestly wish to make 
it so.’ 

Ten days later the Chancellor of the Exchequer produced 
another Bill, still smaller and as nearly as could be non-con- 
tentious. There were only two clauses limited mainly to en- 
larging the powers of purchase of the Debt Commissioners to 
include government guaranteed stocks, a minor recommenda- 
tion of the Select Committee which had been generally sup- 
ported. Estcourt gave the new Bill his blessing, again stressing 
the need for a general measure, and it passed quickly through 
the Commons. It was now late in the session and a Resolution 
of Urgency, which required to be passed if a Bill reached 
the Lords after a certain day, unless it were a Bill of Aid and 
Supply, met with unexpected opposition led by Lord Monteagle 
and supported by Lord Redesdale, who did not hesitate to con- 
fess that he was expressing the disapproval of the St. Martin’s 
Place Bank, of which he was a trustee and vice-president. 
Monteagle almost succeeded in killing this modest measure. 
The Bill, he contended, did not go to the root of the matter 
and offered no remedy to known defects. It would increase 
the Government’s power to manipulate the stock markets and 
tended to place more stress on the rate of interest than on the 
safety of the funds. Eighteen peers voted for the Government’s 
resolution and eighteen against it, so that it was automatically de- 
feated. Undeterred by this and by the protests of Lord Salisbury 
and others, Earl Granville reintroduced the Urgency Resolu- 
tion the next day and carried it. After further verbal duels 
between Lord Granville and Lord Monteagle on the second 
reading and in Committee, during which the latter tried un- 
successfully to introduce a clause giving statutory protection of 
the words ^Savings Bank’, the Bill completed its course and 
received the Royal Assent on 28 August. Lord Monteagle not 
only recorded his dissent but, at the first opportunity, intro- 
duced a Bill of his own to prevent unsound or doubtful concerns 
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from calling themselves savings banks. The Bill made some 
progress, but never became law. 

Gladstone's two-clause Act was the only immediate outcome 
of the long and arduous deliberations of the Select Committee of 
1858. But the discussions and the defeat of Gladstone’s first 
Bill had turned the mind of its promoter to a new and more 
revolutionary approach to savings bank problems. He had 
received the previous year an interesting letter from Mr. Sikes 
of Huddersfield containing proposals of a novel character. If 
the Trustee Savings Banks were determined to oppose him, why 
should he not use the machinery of the Post Office to run a 
state savings bank which would encourage thrift in places where 
no savings facilities yet existed, bring more money to the Ex- 
chequer and, incidentally, either kill or reinvigorate by compe- 
tition the old savings banks, which had proved such a thorn in 
the flesh of a succession of Chancellors of the Exchequer? With 
his usual vigour he set to work to study proposals for a Post 
Office Savings Bank. 



Chapt&r IX 

THE POST OFFICE SAVINGS BANK 

G reat reforms seldom draw their inspiration from a single 
source. There were a number of competitors for the dis- 
tinction of being the real founder of the savings bank 
nlovement at the beginning of the nineteenth century. So it 
was with the Post Office Savings Bank. 

If we are looking for the originator of the idea of using Post 
Office machinery for collecting the savings of people of small 
means, there is no real rival to Samuel Whitbread, whose Bill 
of 1807 to establish a Toor’s Fund and Assurance Office’ for in- 
vesting the savings of the poor was noticed in an earlier chapter.^ 
If we are looking for the driving personality who forced the 
issue to the front between 1859 and 1861 and popularized the 
idea of a Post Office Savings Bank, then Charles William Sikes 
is undoubtedly our man. If, on the other hand, we are looking 
for the first person to evolve the working plan for putting these 
ideas into practice, the real founder of the Post Office Savings 
Bank of to-day, we must admit the claims of George Chetwynd, 
then book-keeper at the Money Order Office of the Post Office, 
who became the first Controller of the new venture. The admis- 
sion of these claims does not diminish the credit due to Mr. 
Gladstone, whose mind sensed the possibilities of this great new 
state enterprise, for which there was no precedent in any other 
country, and whose energy and determination placed the Act 
on the Statute Book. 

Whitbread’s scheme had provided for the remittance to a 
Poor’s Fund through the Post Office of small savings up to £20 
a year or ;^200 in all. The savings were to be invested by the 
Commissioners of the Poor’s Fund in government stock, on 
which the depositors were to receive dividends. If they wished 
to sell, the stock would be sold for them at the price of the 
day and the proceeds remitted to them tlirough the Post 
Office. 

Had Whitbread made his proposals fifty years later, they 
would doubtless have been very different, for the Britain of the 

* See p. 36, 
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1850s and 1 860s was very different from that of 1807. More- 
over, there was nearly half a century’s experience of Trustee 
Savings Banks to guide the new reformers and a much developed 
Post Office to handle the business. The Money Order Depart- 
ment, for instance, which had made a shadowy start at the end 
of the eighteenth century as a semi-private venture, was wholly 
taken over by the Post Office in 1838 and twenty years later 
was handling nearly seven million orders a year to a value of 

2,662,000. Clearly a department which could cope success- 
fully with such a huge mass of small money remittances through 
a network of 2,360 offices was ripe for the further expansion 
contemplated by Sikes and Gladstone. 

This is not to say that the question of using the Post Office to 
supplement the country’s savings machinery had lain dormant 
between 1807 and Sikes’s letter to Gladstone of September 
1859. But it was not until the controversies of the early fifties 
had raised questions about the structure and security of the old 
savings banks that Whitbread’s scheme began to be seriously 
discussed again. It is not surprising that it was in Ireland that 
the question was first re-opened,’ for Ireland, as we have seen, 
had been the chief sufferer from the defects of the early Trustee 
Banks. Dr. W. Neilson Hancock of Dublin felt strongly on the 
matter, as he pondered over the Cuffe Street frauds. He gave 
some of his conclusions to the Dublin Statistical Society, of 
which he was secretary, in 1852, expressing, amongst other 
opinions, the view that ‘a Government institution, like the 
Money Order Office, with Government officers and Govern- 
ment security for those officers, would be infinitely better than the 
present system of divided responsibility and absence of security’. 
Three years later he wrote another pamphlet, On the present 
state of the Savings Bank Question^ in which he expressed similar 
views and it seems that he drew the attention of the Post Office 
to his statements, though these never assumed a very practical 
form. He made no claim to be the originator of the 1861 plan, 
but he strongly backed Sikes’s proposals and, once the Post 
Office Savings Bank was established, became a rather acid critic 
of the old savings banks, contending that their continuance 
was a ‘waste of charitable effort’ and advocating their closure. 

* But see' Mr. Scratchley’s proposal of 1851 for extended use of the Post 
Office machinery, p. 135. 
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Meanwhile, the Rev. George Hans Hamilton, vicar of Berwick- 
on-Tweed, had made definite proposals for a Post Office Savings 
Bank in 1852 and had communicated these to the Treasury 
through a relative who was employed there. He proposed: 

1. That deposits from is, to £iq be received daily at every Post 
Office in the United Kingdom at which Post Office Orders are now 
issued, and the amount forwarded daily to the National Savings 
Bank, London. 

2. That the Postmaster, upon receiving a deposit, do issue a 
document of acknowledgment to the depositor, with printed in- 
structions attached thereto, directing the depositor to write to the 
London Office, if a receipt be not received by him through the post 
from the London Office within days. 

The germ of the scheme was here, but Mr. Hamilton received 
no great encouragement and did not possess the zeal of Mr. 
Sikes in pressing his views further on a sceptical Civil Service. 

Mr. John Bullar, barrister, committed his own conclusions to 
paper four years later, in 1856. He does not appear to have 
known that the question had been raised before and claimed 
that it was his experience as a member of the Committee of a 
Penny Bank in Putney that led him to study the defects of the 
savings bank system. The principal defects were the lack of 
perfect security to depositors and the short hours during which 
most of the existing savings banks were open. The solution was 
‘that the Money Order Department of the Post Office should be 
made a National Savings Bank, investing the deposits in Govern- 
ment Securities, paying a moderate rate of interest (say two- 
and-a-half per cent.) and paying interest only on round pounds 
deposited for not less than a quarter of a year’. 

Mr. Lewins, the contemporary historian of savings banks, 
interviewed Mr. Bullar about his scheme and the sequel is best 
told in his own words: 

‘Mr. Bullar describes that at that period he was too much occupied 
to enter into the matter so fully as was necessary', or to agitate by 
means of the press for some such scheme; but Mr. Bullar ’s friend, 
Mr. Joseph Burnley Hume (eldest son of the late Mr. Joseph Hume, 
M.P.), who had some leisure at command, and perhaps some of his 
father’s desire to achieve an amendment of the Savings Bank system, 
undertook to bring the matter forward in the proper official quarters. 
He early saw Mr. Frederic HiU, who was in charge of the Money 
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Order department of the Post Office, and learned from him that the 
same scheme had already been suggested to the Post Office and 
rejected after full consideration. A month afterwards Mr. Hume saw 
the Duke of Argyll, who was then Postmaster-General, and received 
a courteous hearing from him. The Duke also said that the Post 
Office had had the question, or something like it, before them, and 
that he thought the Chancellor of the Exchequer still had something 
of the kind under consideration; but gave no definite reply. Subse- 
quently he saw Sir Alexander Spearman, the Comptroller of the 
National Debt Office, and Mr. Tidd Pratt. “He gathered from 
them”, to use Mr. Bullar’s own words, “that they were with him in 
principle, but regarded the proposed Money Order department as 
visionary, and that the Government had under consideration a 
different scheme, which they preferred.” Having in this way met 
with enough discouragement to hinder them — or any other person 
who might be cognizant of the proceedings that had been taken — 
from going further, they dropped any further steps to bring about 
this desirable change.’ 

It is evident that the General Post Office, the Money Order 
Department, the National Debt Office, and the 1 reasury were, 
by 1856, familiar with the notion of a National Savings Bank 
worked through the machinery of the Post Office, had made 
some study of the subject and were considering schemes to 
this end without, as yet, having found a thoroughly satis- 
factory one. Yet no breath of such a revolutionary proposal 
reached the Committee Room in which the Select Committee 
of 1858 examined, among others, Mr. Charles William Sikes 
of Huddersfield. 

Sikes was a banker in the service of the Huddersfield Banking 
Company. For many years he had shown an active interest in 
working-class conditions in the West Riding of Yorkshire. His 
fervent belief in the virtue of self-help, combined with his bank- 
ing experience, led him to study the facilities for saving open to 
the ordinary wage-earners. He soon concluded that they were 
inadequate. The hours of opening of savings banks were too 
short and inconvenient to many working men; the distances of 
the offices from the workers’ homes too great. His first idea was 
to institute a system of penny banks to act as feeders to the 
savings banks. To carry out his object he proposed to enlist the 
help of the Mechanics’ Institutes, which were by this time 
common in most industrial areas, particularly in the north. If 
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each Institute set up a Savings Bank Committee and appointed 
a treasurer for the purpose, they could conduct ‘Preliminary 
Savings Banks’ once a week and help their members to accumu- 
late in small sums the pounds which could later be deposited in 
the nearest Trustee Savings Bank. This scheme was first venti- 
lated through the columns of the Leeds Mercury in 1850 and a 
pamphlet was later distributed to people likely to be interested. 
The idea was taken up in a number of places. The Yorkshire 
Union of Mechanics’ Institutes warmly supported it and there 
was a considerable growth in penny banks and preliminary banks 
all over tlie country, those at Annan and Dunfermline in Scot- 
land being among the earliest. Sikes went to some trouble 
in advising a simple and effective system of book-keeping. 

Sikes, like Dr. Duncan before him, became regarded as 
the authority on small savings. His correspondence brought 
home to him the need for more saving facilities, not only in 
the thickly populated areas, but in the country districts. He 
realized tliat his preliminary banks, good as tliey were, could 
never wholly cover the ground and his active mind began to 
search round for other solutions. His next pamphlet, Good 
Times; or the Savings Bank and the Fireside^ was mainly a homily 
intended to encourage thrift through tlie existing savings bank 
system, but he was already convinced that changes in the 
system itself were overdue. He obtained information about the 
methods of savings banks in the United States. 

In 1856 he wrote his views to Sir G. C. Lewis, the Chancellor 
of the Exchequer, and obtained an interview with him. He had 
gained by this time a wide view, rare in a system so intensely 
local, of the savings movement as a whole. He had no difficulty 
in pointing out the many gaps in a structure intended to be all- 
embracing, the lack of any serious attempt to fill those gaps, the 
poor services given by many of the existing banks, the varying 
rates of interest and the other defects we have already noted, 

Sikes was quite clear that he had correctly diagnosed the 
disease, but he was as yet less sure that he could prescribe the 
cure. There must be a state guarantee. There must be some 
central controlling body which should inspect the banks and 
enforce strict audits and a uniform system of book-keeping; 
above all, the savings banks must give a full service, easy 
facilities for deposit and withdrawal and longer hours — the 
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policy which had been successfully practised, but preached 
with less success, by the Edinburgh Savings Bank and later but 
equally vigorously by Glasgow and Manchester. To make the 
system self-supporting, he suggested that a lower rate of interest 
(2^ per cent.) should be paid to those with more than ;(;‘ioo on 
deposit and that a wider range of investments for the funds 
should be permitted, including first mortgages and railway 
debentures. As for any losses to the State through defalcations, 
the banks could themselves contribute out of their surplus funds 
to a central guarantee fund. It seems that Sikes felt, up till 
1 859, that if confidence could be restored in this way there might 
be a revival of the pioneering spirit of forty years before and the 
establishment of Trustee Banks in places where they were most 
urgently needed. 

He therefore began to canvass the other banks for support. 
First he enlisted the wholehearted support of his fellow managers 
of the Huddersfield Savings Bank in April 1857. He then 
wrote to forty or fifty of the leading savings banks in other parts 
of the country and to the National Debt Office. The replies 
from many of the banks were favourable. When the Select 
Committee met a year later, the care with which they cross- 
questioned him showed that they recognized that his opinions 
had only been formed as a result of extensive research and study 
and were entitled to great respect. His evidence was useful and 
interesting, but contained no hint of the new idea he was 
to propound so vigorously eighteen months later. He stuck 
closely to the proposals he had embodied in his letter to Sir 
George Lewis, backed the savings banks in their request for an 
independent commission and gave the Committee a good deal 
of information about the New York savings banks. So far from 
envisaging the State as a banker, he still professed a firm belief 
in private enterprise as represented by the Trustee Banks and 
joint-stock banks. Ts it your opinion’, he was asked, ‘that the 
joint-stock banks should supersede the system of savings banks?’ 
‘No’, he replied, adding rather enigmatically, ‘but I should re- 
joice at all transfers of money from savings banks to joint-stock 
banks and I wish the State to step in and merely do that which 
individuals cannot do,’ The joint-stock banks were not at 
present prepared to take small sums or to offer interest on them 
equal to the interest offered by the State, therefore the State 
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must see that some agency, equally widespread, would carry out 
this duty of great social importance. Sikes’s views, therefore, 
underwent a remarkable change between the time of his evi- 
dence before the Select Committee in April 1858 and June 1859, 
when he first published his new scheme. What turned his mind 
into this revolutionary line of thought does not transpire; the 
idea seems to have come to him suddenly; but once he had 
seen his new vision, he determined with his usual energy to 
proclaim it. 

The essence of the new scheme was to allow sums oi £i and 
over to be remitted from Post Offices throughout the country to 
a chief savings bank in London by means of money orders. In 
return, the depositors would receive ‘interest notes’ giving the 
recipients the right to be paid interest at the rate of 2^ per cent, 
per annum. This scheme, suitably elaborated, was first put 
before Mr. Edward Baines, M.P. for Leeds, who passed it on with 
his blessing to the sympathetic consideration of Mr. Rowland 
Hill, still in charge of the Post Office. Its reception here was 
encouraging. The Post Office officials thought his plan work- 
able. They would study it further with the idea of recommending 
it to the Postmaster-General. The summer of 1859 passed and 
the scheme might even yet have been pigeon-holed. Sikes 
therefore determined to approach Mr, Gladstone himself. In 
September he wrote to the Chancellor of the Exchequer at 
great length, expounding his views with force and skill. The 
letter is of sufficient interest and importance to justify a few 
quotations. 

Sikes began by quoting statistics to show the inadequacy and 
relative lack of progress of the savings banks and contrasting 
this state of affairs with the rapid development of the Money 
Order Department and the widespread nature ol* its organiza- 
tion. He then explained his plan: 

‘To illustrate how the plan would work, a business transaction 
may be described. A working man presents himself ac a Money 
Order Office with a sum — ^say four pounds — ^for the Savings Bank. 
His name and amount are entered upon an application form and the 
duplicate given to him as a temporary receipt. Supposing this the 
only transaction, the Postmaster remits the four pounds to the estab- 
lishment at St. Martin’s le Grand (which is daily supplied with the 
required notes by the Chief Savings Bank) and within two or three 
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days a £4. Savings Bank Interest Note arrives. The Postmaster enters 
the number of the note in a register, he then impresses the ordinary 
Post Office stamp with date, and writes in a distinct hand the owner’s 
name on a line on the front of the note, thereby giving it a local 
character and rendering it non-negociable except at that Money 
Order Office and by the very party to whom it belongs. On the 
applicant calling and exchanging his temporary receipt for the 
Interest Note, the transaction would be complete. ... In the with- 
drawal of money the process would be equally simple. A depositor 
would present his Interest Note and endorse it. If not personally 
known, the usual signature book tests his identity, and for the Note 
a temporary receipt is given to him. The Postmaster, from the 
interest being exactly a halfpenny per pound per month, or sixpence 
a year, and incomplete months excluded, reckons it at a glance, 
marks it on the Note and transmits it to London to the credit of his 
office. On being duly advised from St. Martin’s le Grand, he pays 
the depositor his money, receiving back his temporary receipt and 
the transaction is complete.’ 

The limiting of deposits to sums of £i and over seemed to 
Sikes essential for a simple and economic scheme, but he knew 
that the saving of the pence was the natural training for the 
saving of the pounds and that provident habits must be taught, 
not left to grow. 

Tn diifusing a practical knowledge of Savings Banks among the 
industrial classes, all public schools and Mechanics’ Institutes might 
render inestimable service. And it w^ould be an auspicious movement 
if working men would form themselves into what might be termed 
Savings Bank societies. Each member might make a certain fort- 
nightly or monthly payment and, at the close of one or two years, 
the accumulated money, with any interest accruing thereon, might 
be duly divided. The sums drawn from these accumulations would 
be very suitable to take to the Money Order Offices as deposits for 
the Chief Savings Bank.’ 

Sikes made it clear that his proposals were not directed 
against the existing savings banks. 

Tt may here be observed that the Money Order Offices are not 
intended to compete in the slightest degree with existing Savings 
Banks, but to give accommodation in districts entirely without such 
institutions: also that a tribute of admiration is justly due to the 
Managers and Actuaries of such Savings Banks as the St. Martin’s 
Place, the Manchester, the Edinburgh and the Glasgow for the 
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excellence of management which has raised those institutions to their 
present high position.’ 

The letter proceeded to deal at length with book-keeping and 
administrative details and then reverted to the main thesis — 
the urgent need for increased facilities to bring savings banks to 
the people. 

Tn an examination before the Committee of the House of Commons 
on Savings Banks, I mentioned as an estimate that in the United 
Kingdom 2,500,000 persons, for whom Savings Banks are especially 
intended, are not depositors. The fault is not entirely theirs. ... At 
the present in many populous districts men have to leave work and 
walk six, eight or ten miles to the nearest Savings Bank — possibly to 
find it closed on that day. . . . Much of this might be remedied by the 
proposed plan. . . . Wherever a Money Order Office is planted, let 
the Savings Bank be under its roof. May I then earnestly recommend 
the establishment of a Chief Savings Bank. Authorize the proposed 
Interest Notes, constitute each Money Order Office a medium 
through which the Notes may be obtained, and you virtually bring 
the Savings Bank within less than an hour's walk of the fireside of every 
working man in the Kingdom. To have a Savings Bank deposit is a 
fine auxiliary to a working man and his family in the various exi- 
gencies of life. To be without this, or similar provision, is to be poor 
indeed — a condition into which, it is sad to know, many men who 
live industrious lives too often sink. Give them the opportunity of 
averting such a fate. Thousands upon thousands would hail with 
delight the day.’ 

The letter made an immediate appeal to Mr. Gladstone. He 
discussed the proposals with Sir Alexander Spearman and 
senior officials of the Post Office. Difficulties of an accounting 
nature were not hard to find and Gladstone himself retained his 
objection to the incorporation in Sikes’s scheme of the Select 
Committee’s proposal that savings bank funds should in future 
be invested by an independent Commission. He urged the 
appropriate departments to study methods of overcoming the 
difficulties; meanwhile he proceeded to submit to Parliament 
his own proposals of i860 for reforming the existing banks, 
fortified by the knowledge that a promising alternative or 
ancillar)'^ scheme was in the background, almost ready to be 
brought to the front of the stage. 

Sikes continued his exertions to influence public opinion in 
favour of his proposals. He gave them wider publicity through 



The Post Office Savings Bank 177 

the Press and circularized the savings banks, chambers of com- 
merce, and other representative bodies, together with many 
individuals of standing. It is disappointing that so little is 
known of the reaction of the trustees, managers, and actuaries 
of the savings banks to Sikes’s proposals. The Manchester Bank 
appointed a special sub-committee which reported, after con- 
sidering them, that they did credit to his heart but were of 
doubtful practicability. There does not seem to have been any 
concerted action on the part of the existing savings banks and 
the reception of the plan seems to have been more favourable 
than would have been expected. 

Meanwhile, the Post Office officials were busy examining the 
proposals, but it was not until Mr. Chetwynd broke away from 
the Sikes plan and evolved a new scheme on lines of his own 
that much progress was made. Chetwynd decided at once 
that remittance by money orders and acknowledgement by 
interest notes was too cumbersome and expensive a system and 
must be abandoned. He also saw that the exclusion of deposits 
under would seriously detract from the value of the scheme. 

With the aid of Mr. Scudamore, the Receiver and Accountant- 
General of the Post Office, he evolved the simple plan based on 
entries in a depositor’s pass book of sums deposited or with- 
drawn at any post office, which is the foundation of the Post 
Office Savings Bank system to-day. Within a few weeks a 
workable and attractive scheme was presented to Mr. Gladstone, 
who, as we have seen, having failed in his dealings with the old 
savings banks, was now ready and anxious to proceed with it. 

The scene once again shifts to Parliament where, on 8 Febru- 
ary 1861, Mr. Gladstone brought forward the necessary Finan- 
cial Resolution ‘to afford facilities for the deposit of savings of 
small amounts to those who did not possess them or possessed 
them imperfectly under the present system of Savings Banks’. 
He skilfully marshalled Sikes’s figures of the slow growth of the 
old savings banks as compared with the rapid increase of money 
order business and then propounded his solution in as unpro- 
vocative a way as possible. The plan, he claimed, ‘avoiding 
competition with existing Savings Banks, would greatly enlarge 
the facilities of making small deposits. The rate of interest 
would be only per cent, as against 3J per cent, to the 
ordinary Savings Banks’ — a rather unfair comparison, because 

N 
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the 3J per cent, included an allowance for expenses and the 
majority of the banks were only able to pay £2 . 1 8s. ^d. per cent. ; 
the 2 J per cent, to the Post Office excluded expenses of manage- 
ment, the cost of which could not, as yet, be estimated with any 
accuracy. Still, the old banks would clearly retain some interest 
advantage over their new state-guaranteed competitor. 

But was it to be competition? Was the Chancellor adminis- 
tering a poison intended to produce euthanasia in these stub- 
born local banks which would not yield to persuasion and 
‘smelt of class’? He had sprung his great surprise and the 
parliamentary guardians of the old savings banks were tem- 
porarily nonplussed. They were not prepared to take a definite 
line on the proposals at short notice. The only immediate 
reaction was on the part of two members who at once rose to 
give the scheme an unqualified blessing — Frank Grossley of 
Yorkshire, a friend of Sikes, and Kinnaird of Perth. Three days 
later Estcourt asked for more information on a matter so ‘preg- 
nant with important results’, but it was obvious that the main 
discussion must await the second reading of the Bill itself. This 
was not long delayed. 

The second reading debate took place on 18 March at, as 
Estcourt protested with some justification, the unreasonable 
hour of 1 2.30 a.m. Estcourt was now the acknowledged spokes- 
man of the old savings banks, though Willoughby, with his 
more forthright methods, was still at his elbow. The most 
vigorous opposition, however, was to come from Ayrton who, 
as we have seen, had a nose for scenting any suspicion of State 
Socialism. He had indeed gone so far as to suggest to the Select 
Committee that the ‘Postmaster-General should afford every 
facility practicable for the remittance of moneys to Savings 
Banks’, but this proposal was linked up in his mind with the 
independence of the banks and the transfer of the central 
authority from the State, represented by the National Debt 
Commissioners, to an independent Commission. 

Estcourt’s attitude was a discouraging neutrality. He would 
not oppose the Bill, but he feared its effects on the present 
savings bank system, which he preferred. ‘One must anticipate 
that in a short time the new Banks would absorb not only all 
future deposits, but also a great part, if not all, of those which 
had been made in the existing Savings Banks.’ The Govern- 
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ment should decide which of the two systems it was more states- 
manlike to maintain. Gladstone was ready with his reply. He 

*could not say whether the system would be very extensive or not; 
nor could he anticipate whether the operation of the new Bank would 
be to draw away custom from the present Savings Banks. No doubt 
many depositors would be attracted by the system of secrecy, but a 
great deal of the favour with which the present Savings Banks were 
regarded depended on the personal confidence which the depositors 
felt in the Managers of those Banks. ... If the old suffered from the 
competition of the new, it could only be because the new were 
better, and, if so, they ought to have the preference.’ 

As a concession to the protagonists of the old system, he promised 
that Post Office facilities should first be given to places without 
savings banks or with narrow facilities, but added that he was 
of opinion that had the Post Office system been thought of 
forty-five years earlier, no one would have dreamed of the 
present system. 

The second reading passed without a division. It was at 
the Committee stage that Ayrton had his say. He objected to 
a national bank with a large London establishment. He fore- 
saw a loss to the State in handling thousands of small deposits 
and a discouragement of working men’s own benefit societies, 
which induced a feeling of self-respect. The present savings 
banks, with all their imperfections, were infinitely preferable to 
a great government institution. Gladstone tried a tone of mild 
banter in reply. ‘When the Hon. Member rose into the air on 
eagle’s wings, he passed over tlie limits of time and space and 
was not subject to any of the conditions that bound the efforts 
of ordinary mortals.’ He admitted that any estimate of cost 
must be hypothetical, but hazarded the opinion that the cost 
would not exceed per transaction as against the is. of the 
existing banks. The operation of the new system would, in any 
case, be gradual and its extension proportiona^te to the demand. 
He now saw that he had the majority of the House behind him 
and was not disturbed when another member, Mr. J. I. Briscoe 
of West Surrey, asked him point blank whether he intended the 
measure as auxiliary to or subversive of the present system. He 
could not say. What he could say was that he was providing 
facilities where none at present existed. He ‘thought it prob- 
able that one class of depositors, who desired secrecy in their 
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investments, would prefer the new institution; while another 
class, who wished to act under the immediate view of their 
local superiors, would prefer the existing Banks’. This was a 
shrewd hit at those savings banks which still retained a strong 
flavour of patronage and in which the honorary managers exer- 
cised a benevolent oversight over the accounts of the ‘lower 
orders*. It brought Willoughby to his feet, but the Hon. Member 
for Evesham’s reiterated objections to the National Debt Com- 
missioners and his objections to making the Postmaster-General 
a kind of banker had lost their old sting. He correctly foresaw 
the closing of many of the existing savings banks and asked the 
House to consider if it were wise to pursue such a policy. 

Willoughby repeated his old Select Committee thesis on the 
clauses dealing with the financial machinery for remitting 
money to the Government. He fought a lively but losing battle 
with the Chancellor. His reference to Goulburn as ‘that honest 
Chancellor of the Exchequer’ was intended to wound and may 
have done so, but Gladstone carried the House with him in 
repeating his old assertion that the depositors were certain of 
getting their money back and ‘the less they knew about any- 
thing else, the better’. The fight in the Commons was won. No 
stream of petitions against the Bill had descended upon members 
from savings banks, as in the ill-fated Bills of the previous 
decade. No obstructive amendments were set down. There were 
no divisions at the Committee stage. The third reading passed 
without discussion and the Bill went up to the House of Lords, 
virtually unaltered, in April. 

Lord Monteagle was waiting for it. He at least would fight it 
with all tlie ammunition he could collect; but he had few sup- 
porters. The Postmaster-General, Lord Stanley of Alderley, 
confronted him with the unanswerable facts that only 20 of the 
624 savings banks had a daily opening and that 20 towns with 
over 10,000 inhabitants were altogether without savings facili- 
ties. After paying tribute to Whitbread’s plan of 1807 and to 
the exertions of Sikes and ‘two able gentlemen in the Post Office’, 
he urged the House to give the experiment a trial. 

Lord Monteagle’s long speech on the second reading was 
the ablest apologia for the old system to which either House had 
listened. His memory carried him back to the 1817 Act, which 
had first given statutory recognition to the savings banks, and 
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he proudly sketched their history. They had done wonderful 
work and had attracted £4.0 millions of small savings. Now it 
was proposed to interfere with their very existence by substi- 
tuting for skilled actuaries postmasters, many of whom were 
unfit for this job, and, in doing so, to incur unpredictable ex- 
penses. The local personal touch was far more valuable than a 
centralized machine, promoting, as it did, a friendly connexion 
between the upper, middle, and lower classes. Like Willoughby, 
he distrusted the additional financial power given to the Chan- 
cellor of the Exchequer, who could use it, among other things, 
to give a fictitious value to Treasury bills. He paid eloquent 
tribute to Estcourt, whose labours on the Select Committee 
were set at nought — ‘a gentleman whose name was esteemed 
wherever probity and intelligence and a deep interest in the 
welfare of the working classes was held in honour’. He also 
thought the voluntary work of the trustees deserved its fair meed 
of recognition. Finally, after maintaining his solitary struggle 
up to the third reading, he insisted on putting on record in the 
form of a Protest of nine clauses his personal objections to a 
measure which he was powerless to resist. ‘He could not see 
without regret and alarm’, he told his fellow peers, ‘what seemed 
to him tneant to produce a breaking up of the existing Savings 
Banks and the substitution of the action of a salaried Govern- 
ment Department for what he might call a great public charity, 
directed by benevolent persons acting gratuitously in their own 
neighbourhood.’ 

The Post Office Savings Bank Act, which Gladstone after- 
wards regarded as one of the six major measures of which he 
was most proud on the criterion of ‘achieved results’, received 
the Royal Assent on 17 May 1861. Its passing was enthusiasti- 
cally acclaimed by a large section of the Press, including The 
Times. Edwin Chadwick, the Poor Law reformer, applied to it 
Peel’s cynical aphorism that it was ‘so thoroughly good a 
measure, he wondered how ever it passed’. Seldom has a major 
reform been inaugurated with such a chorus of approval and 
with better prospects of success. The demise of the old savings 
banks was freely prophesied, by some with regret, by others 
almost with satisfaction. They were clearly faced with the most 
critical struggle of their history — & struggle for survival. 



Chapter X 

PENNY BANKS 

T he rather barren period in savings bank history which 
had preceded the establishment of the Post Office 
Savings Bank was redeemed by the beginning and growth 
of one of the most remarkable and beneficent of the many 
voluntary movements which have sprung up from time to time 
in this country. In the last chapter mention was made of the 
considerable exertions of Mr. Charles Sikes of Huddersfield 
in promoting penny banks in connexion with Mechanics* Insti- 
tutes. Sikes, like Dr. Henry Duncan, was one of those dynamic 
personalities who, by their activities and enthusiasm, stake out 
an irresistible claim to be regarded as pioneers. But Sikes never 
professed to be the originator of the penny bank. 

The origin of these simple but invaluable institutions, which 
have done so much to inculcate habits of thrift and to act as 
feeders to the savings banks, is considerably more misty than 
that of the savings banks themselves. The importance of saving 
the smallest coins was stressed by all the early protagonists of 
the savings bank idea. The exhortation to ‘take care of the 
pence and the pounds will take care of themselves* had been 
widely quoted since the days of Lord Chesterfield. Some of the 
earliest recorded experiments in attracting small savings, like 
those at Wendover and Hertford at the very beginning of the 
century, were really the forerunners of church penny banks 
rather than of savings banks. 

When savings banks were conducted informally in small 
rooms, it was not unknown for people to bring along a penny 
or two to the minister or whoever was in charge. But though 
the virtue of tlie ‘penny saved* continued to be preached, the 
humble penny was not always welcomed as a deposit. As the 
savings banks grew in size and importance, their rules usually 
stipulated for a minimum dejjosit of one shilling. At this time 
a shilling was a considerable sum out of a week’s wages, even 
to many adults, and must have seemed to poor children wealth 
almost beyond their dreams. Nor could a working man be 
expected to go out of his way at the end of the day’s work to 
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deposit a few pence. The savings bank office might be far from 
his home, perhaps out of reach, perhaps open at inconvenient 
hours. The first step in thrift often required the help of a simpler 
organization than the average savings bank, with its weighty 
ledgers and complicated interest calculations. 

It is highly probable that research would record many 
isolated savings groups of the nature of penny banks before the 
real penny bank movement started in the late forties. There 
is a record of a Unitarian Sunday School Penny Bank in Man- 
chester in 1830. Chester Savings Bank acted as bankers for 
‘parochial provident societies’ from 1836. The existence of 
simple receiving agencies in country districts, often conducted 
by clergymen, had been successful in Devonshire since the early 
years of the Exeter Bank. The Glasgow Savings Bank started 
receiving agencies in surrounding districts — Govan, Partick, 
Milngavie, Kirkintilloch, and even as far as Dunoon — between 
1838 and 1845. These were less formal than branch offices and 
more in the nature of district penny banks. In view of more 
recent developments of savings groups in works, it is interest- 
ing to find industrial agencies in operation in Mr. Hood’s 
Cooperage and the Glasgow Gas Works as early as 1839, the 
Monkland Iron and Steel Works (1840), and Kerr & Co.’s 
Nailery (1841). 

A lively account of the formation of the last of these agencies 
is worth quoting: 

‘Three years ago nearly all the men in this works were, seemingly, 
afflicted with “a spark in the throat” and spent a very large portion 
of their wages on ardent spirits to quench it. As might have been 
expected under such circumstances, both their persons and dwellings 
presented standing proofs of the most squalid wretchedness and their 
employer was frequently annoyed by their suspension of labour to 
gratify their corrupt propensity, at times when the hurried execution 
of orders rendered him most dependent on them. However, by the 
exercise of a little kindly feeling towards them, matters began to 
assume a more pleasing aspect. By being regarded and spoken to in 
their sober moments as rational and accountable beings, and having 
exhibited to them the advantages they were likely to derive from 
connecting themselves with the Total Abstinence Society and the 
Savings Bank, one after another was cured of the long-existing 
malady and not only took up a new position among his fellow 
workers, but was enabled to provide himself and family with household 



184 Penny Banks 

comforts to which they had previously been strangers. With a view 
of cherishing such newly formed habits, their employer afforded 
them the weekly opportunity of husbanding their spare earnings by 
forming among them and conducting a little agency of the Nationsd 
Security Savings Bank.* 

These industrial agencies were mainly directed to short-term 
saving for rent and other purposes, but even if only a small 
amount was permanently saved, they had a value in teaching 
simple domestic economy. It is recorded in a Glasgow Report 
of 1846: 

‘In several of the manufacturing district? and in some public 
works, the plan of Savings Associations has been adopted with entire 
success. . . . Ihe usual practice is to divide the accumulated funds 
among the members according to their shares, twice a year at 20th 
May and 20th November and to commence anew. Each member 
after paying his rent and other half-yearly claims may then lodge 
the residue of his dividend, if any, in his individual account with the 
Savings Bank.* 

Savings groups in works, however, have always been attended 
by special difficulties, and suspicions that the employers might 
have some ulterior motive in encouraging thrift were heard in 
the eighteen-forties as in the nineteen-forties. The IiOrd Provost 
of Glasgow, when appealing for the support of employers in 
1838, felt constrained to add: 

‘It was thought the owners would become acquainted with the 
amount of their workmen’s savings and reduce their wages. This 
was a strange fallacy — for the very fact of their having saved money 
would place them on a footing of independence which would best 
enable them to resist any attempt to lower wages.’ 

It was only a few of the most enterprising savings banks which 
had sought to extend their influence by starting agencies during 
the first half of the century. Nor can they be blamed, for they 
had not the staff to supervise the work, and the dangers of 
accepting responsibility for unsupervised work were v/ell known. 
Some banks, indeed, had closed branches, owing to the trouble 
and expense involved and the very small margin allowed for 
management expenses. The only real hope was for a revival of 
the voluntary enthusiasm which had characterized the days 
of Dr. Duncan. Scotland again claimed the credit of showing 
the way. 
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A Mr. J. M. Scott of Greenock is usually regarded as the 
father of penny banks. His own venture, started in 1847, as a 
kind of nursery for the Greenock Savings Bank, was at once 
successful, though little is now known of its operations. There 
is no doubt that news of its success was partly responsible for 
the quick spread of penny banks soon afterwards. In Glasgow 
the Rev. Dr. Buchanan commended the movement to the 
trustees and managers of the savings bank in 1850 in these 
words : 

‘It was said that, “although the Bank’s depositors are now very 
numerous, it is obvious that they still bear a small proportion to the 
thousands in our wide-spreading population who habitually spend 
their all from week to week in improvidence or vicious gratification”. 
He feared that this applied to the masses who existed in a stratum of 
society which the operations of this Bank could not reach or con- 
tribute to elevate. This had been felt in other quarters and led to the 
establishment of what had been called Penny Savings Banks, such as 
existed in several places in England, particularly in London and 
Hull, where the most encouraging success had attended them. The 
same plan had been tried in the neighbouring town of Greenock, 
with the most surprising results. During the last year, there had been 
attracted to the institution in that town no fewer than about 5,000 
depositors, and the sum received from them in pence was near 

,600. This appeared to him to open a vista into the future history 
of Savings Banks. Animated by such an example, there had been 
originated during the last few weeks, in their own city, an institution 
of the same nature, under the auspices of a few gentlemen connected 
with his own congregation. It was planted in one of the most de- 
graded and necessitous districts of the city — the Old Wynd, and was 
connected with the educational movement which had been going on 
there for some time. It was open but once a week; and during the 
four Saturday evenings that it had existed, 132 depositors had joined, 
and, what was extremely encouraging, most of the depositors had 
already had three entries at their credit, which showed that the 
thing was going on continuously and steadily. The average receipts 
of each evening were about £ 2 .^ 

Dr. Buchanan’s reference to a London experiment was no 
doubt based on reports of an equally successful penny bank 
initiated in 1848 by the Rev. W. Queckett, the curate of Christ 
Church, St. George’s-in-the-East. Some 15,000 deposits were 
made in this penny bank during the first year of its existence. 
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Mr. Queckett limited the number of depositors to 2,000 and had 
a waiting list. The venture flourished and attracted a good 
deal of attention. Mr. Queckett later became rector of Warring- 
ton, where he was equally active in starting church penny banks 
and was appointed a trustee of the Warrington Savings Bank. 
His work at Christ Church was carried on by his successors and 
the penny bank was visited by Charles Dickens in 1859. He 
was told that an hour’s work in taking deposits produced from 
to £20 and that the average year’s saving of each depositor 
was 7J. 6rf. 

‘The place of business in question is an enclosed railway arch at 
the east end of London. Its particular address is at the Christ Church 
schools, Cannon Street Road, Commercial Road East, and we are, 
at a noontide hour on Monday and for an hour on Saturday night, 
exclusively commercial. Our customers are, on Mondays, litde girls 
with large street-door keys in their hands; wondering younger 
brothers who with difficulty get their noses to the level of our desks; 
hard-working women. On Saturday nights we have for our custo- 
mers hard-working men and youths, who put the scanty surplus they 
can save out of their wages beyond reach of the tempter, who at a 
street corner looks so jovial and bright, but whose wraith sits by the 
hearth at home, so damp and cold, muttering curses, prompting cruel 
deeds and desperate resolves.’ 

Two other experiments at Hull and Selby in Yorkshire in 
August and September 1849 may be mentioned, because of 
their early date and because penny banks seemed to flourish 
more in Yorkshire and Scotland than in other parts of Great 
Britain. If Mr. Scott of Greenock and Mr. Queckett of London 
first set the ball rolling, its speed was quickened by the country- 
wide propaganda of Sikes of Huddersfield during the early 
fifties. His scheme for conducting a penny bank in every 
Mechanics’ Institute was described in the last chapter. The 
idea of the penny bank was so simple, it could be tried out in 
almost any place where there was a coherent group of people. 
The Church, the Mission, the Mechanics’ Institute, the Club, 
the village, the works, the school, the street — any of these might 
be suitable, given the voluntary workers on whose shoulders the 
labours and responsibility must rest. 

The group spirit has, rather surprisingly, been a real stimulus 
to the highly individual objective of self-help. The friendly 
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societies had long since discovered this. Their experience had 
been confirmed by the growing popularity of dividing societies 
such as Slate dubs, Christmasand Holiday dubs, ‘Oiddlum’ and 
‘Tiddly’ dubs, Clothing and Rent Societies, and many other 
similar groups. The new penny bank movement began most 
strongly in the villages and suburbs and to a rather less extent 
in Mechanics’ Institutes. But few of these district and institu- 
tional penny banks lasted long. The district penny banks 
became less necessary as the Post Office Savings Bank extended 
its operations or the Trustee Savings Banks opened new branches 
or agencies. It was found in the course of years that the churches 
and schools were the most promising centres to which to attach 
permanent savings associations of this kind. The extent of the 
earlier movement can be gathered from the records of the 
Aberdeen Savings Bank, then quite a small bank, which opened 
accounts for twenty-two penny banks between 1849 and 1861. 
Some of these were very local, covering a street or ward or 
Sunday School; others operated in surrounding villages — Cove 
(1859), Findon (i860), Newhills (i860); others were connected 
with industry and show that the agency at the Glasgow Nailery 
was not an isolated experiment — Gordon Mills Penny Bank 
(1852), Gulter Mills Penny Bank (1854), Gothal Mills Penny 
Bank (1859). In Glasgow there were by i860 thirty-six penny 
banks with about 8,000 depositors, ‘all of an humbler class than 
those which direcdy join this Bank’. ‘Their operation’, said 
the Savings Bank Committee, ‘tended to check that reckless 
expenditure of httle sums, which too frequently leads to a 
confirmed habit of wastefulness and improvidence, and also 
to foster and confirm economic habits.’ 

In England, too, the movement spread quickly, the writings 
of Sikes being supplemented by those of the Rev. J. G. Clarke 
of Derby, Mr. W. W. Morrell of York, at one time General 
Manager of the York City and County Bank, and others. But, 
despite the success of the early type of penny bank started in 
Hull, Selby, York, Bradford, Halifax, Leeds, and Huddersfield, 
the movement in the county was directed on to other lines by 
another public-spirited Yorkshireman, Colonel EdwardAkroyd, 
M.P. His many varied activities in the interests of his work- 
people at Copley and Haley Hill near Halifax were well in 
advance of his time in conception and execution. Model houses. 
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schools, a church, co-operative clubs, literary and scientific 
societies, libraries, church societies, allotments, and recreation 
clubs were provided for them, and then in 1852 a penny bank 
was started. Its success persuaded him to extend its operations 
so as to ‘help the poor to help themselves’. He said in later years 
that his mind was directed to the idea of starting a comprehen- 
sive system of penny banks for the West Riding of Yorkshire by 
hearing a sermon by the Rev. Charles Kingsley on 12 March 
1856 on behalf of the Supplemental Ladies Association of the 
London Society of Parochial Mission Women. The sermon 
dealt with the relations of rich and poor, ‘East and West’, and 
the means by which the rich could help the poor without 
demoralizing them. Col. Akroyd, like all the pioneers of savings 
banks and penny banks, was a practical philanthropist and he 
decided at once that his crusade against poverty should begin 
with a campaign to form a great network of penny banks and 
provident societies in the West Riding, guaranteed by the local 
gentry and industrialists. He therefore sent a circular to all the 
leading landowners in May 1856 setting out his ideas and 
followed this up with a meeting in the Leeds Philosophical Hall 
on 17 November. The meeting was well attended and gave 
Colonel Akroyd the necessary authority to launch the West 
Riding of Yorkshire Provident Society and Penny Savings Bank 
under personal guarantees of ^(^3,555 for the Provident Society 
and :;(^2,990 for the Penny Savings Bank. Subscriptions were 
also given towards the preliminary expenses and there were a 
few special donations and promises of annual subscriptions. In 
his circular and at the meeting Colonel Akroyd laid a good deal 
of stress on the Provident Society, which was intended to replace 
many small, wasteful, and unsound sick and burial clubs; but 
although experiments were started on these lines, the Provident 
Section soon lapsed and all the efforts of the promoters were 
concentrated on developing the penny banks. 

The Yorkshire Penny Savings Bank opened on i May 1859. 
There is no doubt that Colonel Akroyd drew largely on the 
ideas and experience of Colonel Sikes at Pluddersfield and 
Mr. Morrell at York. The penny banks were to be conducted 
largely in Mechanics’ Institutes (as Sikes had suggested) or in 
village schoolrooms one evening a week. There were, however, 
important differences in organization. Colonel Akroyd saw the 
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advantages of a central co-ordinating body for the penny banks 
in a wide district and the need for financial backing, so that in 
the early days development should not be held up for lack of 
funds. These features could have been incorporated in the 
existing savings bank or penny bank system; but Colonel 
Akroyd was critical of the existing Trustee Savings Banks and 
disliked the narrow limits within which they were bound by 
existing statutes. Above all, he was determined to have freedom 
of investment of the funds. So the institution was at first 
conducted as a friendly society. At the end of the first seven 
months there were twenty-four branch penny banks with 9,456 
depositors and 2,962 of funds. These deposits were invested 
with the Leeds Permanent Building Society and in small 
packets of Guaranteed and Preference Railway Shares. 

The growth of the Yorkshire Penny Savings Bank was 
surprisingly little affected by the start of the Post Office Savings 
Bank in i86r, but when the Savings Bank Act of 1863 became 
law and put the old Trustee Savings Banks on a sounder footing, 
as described in Chapter XII, the promoters of the Yorkshire 
Penny Savings Bank were compelled to reconsider their con- 
stitution and had to decide whether to apply for certification as 
a Trustee Bank under the Act or to register as a company. The 
two factors which commended the latter course to the committee 
were the greater freedom of investment and the wider limits of 
deposit. Already Colonel Akroyd and his colleagues perceived 
that the bank could not make rapid progress if it concentrated 
entirely on securing the pennies and shillings of the poor. It 
needed larger deposits as well and was already directing appeals 
to the shopkeepers, sfnall traders, and farmers. The registration 
of the bank in 1871 as a company limited by guarantee under 
the Joint-Stock Companies Acts of 1862 and 1867 was, therefore, 
a turning-point in the history of the bank. Henceforth it 
drifted away from the savings bank movement and developed 
more on the lines of a commercial bank, though the absence of 
shareholders and the willingness to accept small sums gave it 
a distinctive constitution. Although it was registered as the 
Yorkshire Penny Bank (the word ‘Savings’ being omitted from 
the title), it set out more openly from this time for larger savings 
and the fbllovdng year introduced cheque facilities. An Invest- 
ment Department was started in 1873 on the lines of the Special 
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Investment Departments of Trustee Savings Banks^ offering 3J 
per cent, for money on three months* notice, but this was dis- 
continued in 1881. There is no doubt that during the first fifty 
years of its existence the Yorkshire Penny Bank progressed in a 
way impossible to the Trustee Banks in the county, owing to its 
freedom from the narrow limits of deposit which bound the 
latter and the larger margin for working expenses. The manage- 
ment was enterprising and the branches and agencies grew 
rapidly until few places in the West Riding were uncovered. 
The first 00,000 was accumulated by 1865. Ten years later 
this had increased to half a million pounds and £i million was 
reached in 1882, when there were nearly 140,000 open accounts. 
Subsequent progress was even more rapid, helped by the 
relatively large deposits of members of the business community, 
though the smaller deposits were not neglected. The funds 
amounted to 2,500,000 by the end of the century. The money 
was invested mainly in trustee securities, but British and Indian 
Railway shares, loans on security of local rates and mortgages of 
land and property were generally preferred to government stock. 

There is no doubt that the Yorkshire Penny Bank has done 
much to encourage thrift in Yorkshire. It gave savings facilities 
to many localities which were badly in need of them and did 
much pioneer work in small country towns and schools. It first 
started a School Transfer Department in 1874, but progress 
was slow for many years. The influence of the Earl of Hare- 
wood, its President, stimulated interest in this valuable but 
unremunerative side of its work in the eighties and when the 
free educational facilities were introduced in 1891, the activity 
of the Yorkshire Penny Bank in issuing 150,000 circulars 
suggesting that parents should transfer their school fees to 
accounts in their children’s names in school penny banks had 
its reward in the growth of a flourishing system of affiliated 
school agencies throughout the West Riding. These activities 
could not have taken place without some friction with the 
Trustee Savings Banks in the county. But, though the Trustee 
Banks appeared to fall behind during these years, their close 
connexion with the State stood them in good stead when the 
Government came to need small savings in the twentieth 
century and, by removing their narrow limits of deposit, 
enabled them to expand on more generous lines. 
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Colonel Akroyd’s successful experiment was copied later in 
London, where the penny bank movement found an influential 
supporter in Mr. (later Sir) George Bartley, M.P. Mr. Bartley 
had established a society in the late sixties, along with Lord 
Derby, Lord Shaftesbury, Lord Lichfield, and others, to 
popularize the Post Office Savings Bank and open penny banks. 
Their hope was to reduce pauperism. Some five or six hundred 
penny banks were opened under their auspices, but they found 
that a fifth of them closed within a year. They decided that the 
penny bank movement needed capital to succeed and, with 
Colonel Akroyd’s assistance, launched a Company with an 
initial capital of ^^12,000, later raised to £^ 5 , 000 . The object 
of the Company, which became the National Penny Bank, was 
to establish penny banks throughout London, as the germ of a 
self-supporting institution. It was intended from the first that 
it should in due course become a successful commercial under- 
taking. Although it took more than ten years to become self- 
supporting, it soon formed a very extensive connexion. The 
first Chairman was the Right Hon. Edward Stanhope, Secretary 
of State for War, and the first trustees Lords Brassey, Beau- 
champ, Frederick Cavendish, and Mr. Childers. The Duke of 
Westminster became a trustee later. The National Penny Bank 
was opened in 1875 and by 1888 was paying a 5 per cent, 
dividend. Directors’ fees were paid from the same year. At this 
time Mr. Bartley, who was mainly responsible for the manage- 
ment, could boast of thirteen branches and half a million pounds 
of deposits. The bank was at first only open in the evenings and 
38 per cent, of the deposits were said to be in sums of under a 
shilling. The funds were invested in railway and other deben- 
tures, colonial and government stocks, mortgages of real 
property and trustee securities of other kinds. Unfortunately 
the good start made by this bank was not maintained. The 
management became more extravagant and the investments 
more open to question. Various inducements to new depositors, 
including the opening of some ofiSces for twelve hours a day, 
raised the funds to over £2 millions. But the reserves so essen- 
tial to a bank relying on fluctuating securities were not strength- 
ened in proportion to the growth of funds, and when war 
came in 1914 the collapse was immediate and final. It was a 
sad blow to the many poor people among the 145,000 depositors. 
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Mr. Lloyd George, as Chancellor of the Exchequer, was 
approached, but could do nothing except offer to advance to 
needy depositors 5s. in the pound, on condition that the bank 
was at once put into liquidation. Eventually a distribution of 
ijs, 5^. was made. The fall in the value of securities which 
brought the National Penny Bank to this unhappy end also 
shook the Yorkshire Penny Bank, but the older and better 
managed institudon survived the crisis with the aid of the ‘big 
five*. 

This brief account of two commercial offshoots of the penny 
bank system has interrupted the story of the growth of the 
voluntaiy penny banks with which this chapter is mainly 
concerned. They had made some progress during the sixties, 
mainly through churches and missions. Speaking in Glasgow in 
1863, the Rev. Dr. MacLeod of the Barony said : ‘A more worthy 
object I do not know any Christian Congregation could take up 
than that of fostering Penny Banks. If congregations collected 
on Sundays to relieve the poor by charity, why should they 
not do something on weekdays to hinder them from requiring 
charity by fostering an institution which cultivated the habits 
of prudence and self-denial?* There was a very satisfactory 
response to this appeal in Glasgow, where within ten years 150 
penny banks in connexion with churches and missions had been 
started. Edinburgh had 27 church penny banks in 1877 as well 
as 33 district penny banks and 4 in schools. Aberdeen had 17 
church and mission banks, opened in the late sixties and early 
seventies. Dundee and Perth had much the same experience. 
The corresponding development in England was veiy local. 
Except where there was a real enthusiast like Mr. Queckett, 
who encouraged the opening of 15 church penny banks in 
Warrington by 18G0, the movement was not of the same dimen- 
sions. Manchester made some progress and the Manchester 
Savings Bank took the useful step in 1878 of starting a Penny 
Bank Association to encourage the penny bank work in the 
area. The original affiliations were 13 church, 2 district, and 
5 school penny banks. The Association still carries on this work. 
Liverpool, Hull, and Preston were among other places where 
the movement was taken up by the churches and more particu- 
larly by the missions. Information is by no means complete, but 
there is no doubt that during these years soon after the passing 
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of the Act of 1863, the churches resumed on a considerable scale 
their early practical interest in the encouragement of thrift. 

In a sense this was a development outside the savings banks. 
Penny banks had their own trustees, who were responsible for 
the safety of the deposits and for seeing that the books were 
properly kept. The savings bank’s official connexion was as the 
penny bank’s banker. The Government had been so impressed 
with the progress and possibilities of the movement that it 
passed an Act in 1859 allowing penny banks to deposit the 
whole of their funds with the savings banks, irrespective of 
limits of deposit. The more active savings banks did all they 
could to encourage the movement, took the initiative in starting 
new penny banks, helped them with propaganda, supplied them 
with books and stationery (though this was not legally permis- 
sible till 1904), and assisted at the audit. 

It seems at first surprising that the penny bank machinery 
was so slow in getting established in the schools. Mrs. Priscilla 
Wakefield’s notion of a children’s bank* was slow to make 
converts, though the virtue of beginning saving young was often 
enough preached. 

’Tis education forms the common mind; 

Just as the twig is bent, the tree ’s inclined. 

Variations on this theme were frequently heard at savings bank 
functions. Some children, like those whom Dickens portrayed 
in the East End of London, no doubt patronized the church and 
district penny banks. There were a few scattered penny banks in 
charity. Sabbath, and evening schools during the fifties and six- 
ties. No outstanding figure emerged, however, to focus the view 
that true economy and the proper use of money can be taught to 
children in a practical way through a school savings group. In 
this respect Great Britain lagged behind some other countries. 

Probably the earliest school penny bank was that started on 
8 March 1822 in the Philipsen School in Stockholm by Mr. 
P. R. Svensson, a teacher and later Dean of Horreda. Deposits 
were made at the end of the last lesson of the week and there 
were free facilities for withdrawal. Although it was discontinued 
after twenty years, it achieved considerable success, attributed 
to ‘the children’s willingness to meet their teacher’s wishes and 
the importance and solemnity he had been able to attach to the 

* See p. 25. 


o 
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whole thing*. Use of the school bank was a privilege, and truant 
and ill-mannered children were not allowed to make deposits 
until an improvement in their behaviour had been shown. This 
early experiment did not really bear fruit in Sweden until 1869, 
when the Stockholm Savings Bank opened branch offices in the 
elementary schools. 

In parts of France school saving was officially encouraged at 
least as early as 1834 and it was customary to give teachers 
a bonus for undertaking the work, either at the cost of the 
municipality or of the savings bank. But the continental 
experiment which caused most interest in this country was 
carried out in Belgium. M. Laurent, the great Belgian lawyer, 
toured the schools with crusading vigour in 1865, addressed the 
teachers, wrote and distributed broadsheets urging that thrift 
should be taught in the schools in its widest aspects. He 
persuaded three of the Ghent schools to start penny banks in 
1866 and 1867 and so successful was the Ghent experiment 
that by 1868 about 300 school savings groups were established 
in 180 parishes. In the free schools the Ghent children were 
taught to help themselves, in the paying schools to help others. 
With the more well-to-do children the spirit of economy was 
introduced under the form of charity. 

‘The young girls buy with their pocket money, firstly, materials, 
say cotton or linen, of which they ^terwards make articles of dress 
during the hours set aside for manual work; afterwards the shirts, 
stockings, dresses, handkerchiefs or aprons are distributed to the 
poorer children of the free schools. The distribution becomes the 
object of a little holiday; we know of nothing that can be more 
touching. The poor children are assembled in the Collier School; 
our young ladies go there also ; one of them says a few words feelingly 
to her sisters in the poorer classes; one of the girls of ihe free schools 
replies. Then the pretty and useful things which have been made 
during the last year are distributed. It is the donors themselves who 
present the fruits of their labours to the poorest among the poor. 
The distribution is intermingled with singing. Need we reiterate the 
blessings of this blessed economy?’ 

Dr. Samuel Smiles wrote in 1875 of the influence of the Ghent 
system: 

‘The children belonging to the schools of Ghent have accumulated 
eighteen thousand pounds, which is deposited in the Stale Savings 
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Bank at three per cent, interest. This system is spreading into Hol- 
land, France and Italy. It has also, to a certain extent, been 
adopted in this countIy^ Thus Glasgow, Liverpool, Birmingham, 
Great Ilford, and the London Orphan Asylum all show specimens 
of School Banks; and we trust that, before long, they will be estab- 
lished in every school throughout the kingdom.’ 

It was long before this pious wish was anywhere near fulfil- 
ment in Great Britain. But a study of the Belgian system by 
M. de Malarie, the French economist, led to a national system 
of school banks in France in the middle seventies. No doubt 
one of the reasons why the Belgian example was not followed 
earlier in England was the absence at the time of any really 
comprehensive system of elementary education. The voluntary 
denominational schools, often at loggerheads with each other 
and the State, the ragged and charity schools, and the host 
of small private venture schools of the Miss Pinkertons and 
Squeers of those days, made a rather sorry patchwork. Some 
of the schools were doing excellent work, but the Newcastle 
Commission, which reported in 1861, found that only one child 
in twenty was attending a school whose efficiency could in any 
way be guaranteed by the State. A big leap forward was made 
by Mr. Forster’s Elementary Education Act of 1870, which set 
up the school boards to fill up the gaps in the voluntaiy system. 
This was an essential preliminary to Disraeli’s Act of 1876, 
making instruction in the three R’s compulsory. Free education 
for all was not accepted by the State in England until 1891. 

In Scotland compulsory attendance dates from 1872, the year 
of the Act which also set up school boards. Soon after this the 
trustees of the Glasgow Savings Bank, impressed with reports of 
the Ghent school banks, approved the submission to the school 
board of a Memorial drawn up by Mr. Meikle, the actuary, 
calling attention to tlie need for teaching thrift in the public 
schools. The school board approached the teachers and 
16 school penny banks were opened within a year. Mr. Meikle, 
however, was not as convinced as others of the possibilities of 
progress in this new sphere. In his later years he concentrated 
on the penny banks in churches and missions conducted by 
Sabbath school teachers, on the grounds that in the board 
schools ‘the teachers really have not time for the work amid the 
cram of other lessons*. 
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In England, Liverpool started some school banks in 1870, the 
year of Forster’s Act, Exeter followed in 1874 and in 1876 the 
Sheffield Savings Bank took similar action by arrangement with 
an elementary schools’ organization. Manchester and Notting- 
ham school penny banks were also started during the seventies. 
The movement was not yet widespread. In 1877 the Post Office 
Savings Bank had only 68 school penny banks as depositors in 
the whole country, of which 18 were in board schools, 20 in 
Sunday schools, and 30 in other schools. 

The first official recognition of the importance of thrift 
facilities in schools came in t88i, when the Board of Education 
issued a circular entitled ‘School Savings Banks’, encouraging 
their promotion. At the time there were 1,087 penny banks in 
schools liable to inspection. During the next ten years, as a 
result of this departmental encouragement, the number in- 
creased to 12,498. After the 1891 Education Act was passed, a 
further circular from the Board again commended this service, 
deprecating the limiting of a school’s activities to a scheme of 
instruction prescribed in the Code or the preparation for exami- 
nations. A few more savings banks (those at Plymouth and 
Derby among them) took the hint and at once secured an active 
connexion with school penny banks. Many of them were slow' 
to sense the significance of the development and it was left 
mainly to the Post Office Savings Bank to give active encourage- 
ment to the schools to act on the Board’s 1891 circular. The 
Right Hon. A. Morley, the Postmaster-General, told the House 
of Commons in 1894: 

‘On the passing of the Assisted Education Act, 1891, vigorous 
steps were at once taken in concert with the Education Department 
to induce school managers, teachers, scholars and their parents to 
make the fullest use of the facilities offered by the Post Office to en- 
able school-children to deposit in the Savings Bank the money saved 
by the discontinuance of school fees. Special forms were provided 
for the purpose and circulars were issued giving the fullest informa- 
tion with regard to the system of saving by means of postage stamps 
affixed to “slips”. Since then 680,000 i/- and 270,000 4/- deposit 
slips have been supplied to managers and teachers. At certain inter- 
vals these slips are collected and either deposited by the manager at 
the nearest P.O.S.B. or, when necessary, a Post Office cleik attends 
at the school to collect them. In outlying districts recourse has been' 
had to registered letters, which have been found very useful.’ 
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Abo^t 1,400 schools adopted the scheme on its introduction in 
1892 and three years later the number had risen to 3,000. 

When the new Local Education Authorities were formed by 
the 1904 Act, they also received a circular from the Board of 
Education, drawing attention to the importance of encouraging 
thrift in elementary schools. The many gaps still existing in the 
school penny bank service were exposed and advice given about 
the method of filling them. The Savings Bank Act of 1904 , by 
giving the savings bank trustees powers to contribute to the cost 
of stationery and the other expenses of conducting penny banks, 
did a good deal to accelerate the growth of the movement in 
schools. Before 1914 school penny banks were common, though 
by no means general. 

One other later effort to improve school saving may be men- 
tioned here, before the story of the old savings banks in the days 
following the establishment of the Post Office Savings Bank 
is resumed. London had lagged behind in affording these 
facilities, a fact which had been noted with regret by that great 
social worker, Sir Charles Loch of the Charity Organization 
Society, ever keen to encourage any philanthropic movement 
directed to stimulating individual effort rather than reliance on 
the State. He decided that the best way to impress upon the 
Board of Education the backwardness of London and the south 
was to show the extent to which the penny bank movement had 
progressed and prospered in the north. With the co-operation 
of the Trustee Savings Banks Association he arranged for a 
deputation, including representatives of the Trustee Banks in 
Glasgow, Edinburgh, Manchester, Hull, Sheffield, and Preston, to 
call upon Mr. C. P. Trevelyan, M.P., Parliamentary Secretary 
to the Board of Education, on 5 May 1913. After hearing the 
statements made by members of the deputation, Mr. Trevelyan 
admitted that he had learnt much that was new about a 
^stupendous movement’. He was not in favour of making the 
conduct of penny banks compulsory in schools. ‘There is no 
such thing in our curriculum as a compulsory subject.’ But, 
while he believed in freedom in the school curriculum, he was 
convinced that the teaching of thrift ought to be an important 
part of the formation of character among children. Such 
sentiments had been embodied in previous communications 
to teachers and Education Authorities and he was prepared to 
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consider issuing another letter of advice and encouragement to 
Local Authorities. He was, however, chary of putting upon 
teachers extra trouble and work. ‘We do not presume to 
command. We are rather here to get hold of successful experi- 
ments in one place and spread a knowledge of them over the 
whole of England. Your best opportunity and line of work is 
with the Local Authorities.* It was clear that no great activity 
could be expected on the part of the Board, so the Trustee Savings 
Banks decided upon a campaign of their own with Education 
Committees. Suggestions for the Establishment and Management of 
School Penny Banks were prepared, printed , and circulated in April 
1914, and savings bank trustees were urged to approach their 
Education Committees or, failing success with them, the mana- 
gers and teachers of individual schools. The new campaign was 
scarcely under way when war broke out. Within a short time 
it was necessary to mobilize the financial resources of the whole 
nation. The stimulus necessary for a successful national school 
savings organization on a voluntary basis was provided by the 
new crisis. The long period of experiment by the pioneers of 
school penny banks proved its value and within a short time 
school saving became regarded almost everywhere as essential, 
justifying the considerable time and labour which have since 
been willingly devoted to this extra duty by tens of thousands of 
teachers. 



Chapter XI 

THE SAVINGS BANK FRANCHISE 

T here was one proposal under discussion during the 
middle years of the nineteenth century which, although 
it had no direct influence on their growth, deserves 
mention in a history of savings banks — the proposal to make the 
possession of a balance in a savings bank a qualification for a 
vote in parliamentary elections. This proposal, which was put 
forward in 1854, 1859, 1866, and 1867, had the support at 
various times of most of the great parliamentary figures of the 
day — Lord John Russell, Palmerston, Disraeli, Gladstone, 
among others — ^yet it never reached the Statute Book. 

The idea sounds strange in these days of adult suffrage, but it 
seemed logical enough at a time when so much importance was 
attached to the personal qualifications of the voter. Ownership 
of property, whether land, securities, or a bank balance, implied 
if not respectability, at least that ‘stake in the country’ which 
was thought to be the best insurance against violent change. 
When it became clear that the Reform Act of 1832 could not 
be a final settlement of the basis of parliamentary representa- 
tion, the same question confronted successive Whig and Tory 
Governments. How could the franchise be extended without 
allowing the uneducated and unpropertied masses to have the 
predominating voice in deciding who should sit in the House of 
Commons? If democracy meant the rule of the majority, there 
were few democrats in either House. ‘We do not live — and I 
trust it will never be the fate of the country to live — under 
a democracy’, said Disraeli in 1867, and this view was not 
seriously challenged. What both parties sought was some means 
of enfranchising the best of the artisans and men of education 
who did not come within the existing ‘owner’ or ‘occupier’ 
qualifications. Hence the suggestion for ‘fancy franchises’, to 
give the vote to graduates, clergy, lawyers, doctors, school- 
masters, and (as a concession to the working classes) savings 
bank depositors of some standing. 

It was Lord John Russell who first incorporated in a Bill the 
savings bank franchise. He was the greatest surviving authority 
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on electoral reform. He had steered the Bills of 1831 and 1832 
through the House of Commons. He had thought at the time 
and for some years afterwards that Lord Grey’s Act had settled 
the question for a lifetime, if not for ever. He had no sympathy 
with the Chartist demands for adult suffrage, which agitated 
the country during the late thirties and forties; nor with the 
demand for household suffrage urged by Joseph Hume and a 
few independent Radical Members of Parliament. But by the 
time the Chartist bubble had apparently been pricked in 1848, 
he and moderate men of both Parties saw that the 1832 settle- 
ment which, as he afterwards admitted, was ‘framed with the 
view generally of giving weight to the middle classes in this 
country’, could not be the last word. He conceded that some 
change was a natural consequence of the ‘growing intelligence 
and education of the people’. If there were to be another instal- 
ment of Reform, he was the man who would like to take it in 
hand. His first attempt to do so in 1852 had a cold reception 
and was abandoned. There was evidently a feeling in the 
House that the proposed reduction of the occupier franchise in 
boroughs from a ;(^io to a ^{1^5 rfental was too drastic and would 
add too many new purely working-class voters to the electoral 
register. 

Lord John made another attempt at Reform in 1854. The 
moment was ill-chosen, for by the time the Bill was introduced 
the outbreak of the Crimean War was imminent. His action 
has been likened to an attempt at ‘spring cleaning when half 
the street is in a blaze’.* Inevitably the Bill had to be abandoned. 
It is of interest, however, because it embodied for the first time 
many of the ‘fancy franchises’. Having come to the conclusion, 
as a result of his 1852 experience, that the House was not pre- 
pared for a borough franchise for occupiers as low as ^{^'5, yet 
being genuinely anxious to give the vote to all persons thought 
fit to exercise it, he raised his occupier’s figure to 3(^6 but pro- 
posed to add to the Register various new selected classes of 
electors such as university graduates, income-tax payers, those 
in receipt of salaries of at least £100 ?i year paid quarterly, half- 
yearly, or yearly, those with an income of 3^10 a year from in- 
vestments in the funds, India stock and Bank of England stock, 
and savings bank depositors. 

* J. A. R. Marriott, England since Waterloo. 
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‘We propose that every person having a deposit to the amount of 
3C50 in a savings bank in the place where he resides, such deposit 
being of not less than three years’ standing, shall be entitled to vote. 
We fix the period of three years, because we think there would other- 
wise be considerable danger of the creation, under a franchise of this 
description, of fictitious votes; but when we get a bona fide holder of 
such a sum as ^50 in a savings bank, the House, 1 think, will agree 
that we have a person who has given such a proof of prudence and 
forethought as will justify his being entrusted with the exercise of 
the elective franchise.’ 

Although the whole question was now postponed until after 
the end of the war with Russia, no future Government, Whig or 
Tory, could hope to evade the issue for long. Another agitation 
was smouldering in the country, with the unmatched eloquence 
of John Bright to fan into flame the demand for household 
suffrage. It was during the precarious tenure of office of the 
Derby Government in 1859 that Mr. Disraeli, as Chancellor of 
the Exchequer, introduced his plan of Reform. His Bill was 
defeated on second reading by thirty-nine votes. It has been 
said that it was the ‘fancy franchises’ which killed the Bill, but 
probably they merely failed to save its life. By declining to 
lower the £10 occupation franchise in the boroughs (the real 
bone of contention) Disraeli was forced to stress these special 
franchises more than his predecessor had done. The savings 
bank franchise was, indeed, almost the only concession to be 
given to the working classes in the boroughs and at once assumed 
a major importance. It was thoroughly discussed during a 
notable debate lasting a full seven days. 

The savings bank clause in the 1859 Bill would have en- 
franchised those who held and were beneficially entitled to 
deposits of;{^6oin a Trustee Savings Bank, provided such deposits 
had been standing in their names for twelve months prior to 
24 June in the year of the general election. Those wishing to be 
included on the Register in respect of this qualification must 
make formal application to the overseers and must obtain a 
certificate signed by or on behalf of the trustees of the savings 
bank in support of their claim to have the prescribed balance. 
The overseers were to obtain a yearly confirmation from the 
savings bank that the persons on the Register continued to be 
qualified. The fixing of the qualifying balance at £&o seems to 
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have been influenced by two considerations. Firstly, the sum 
must be large enough to prevent any abuse connected with the 
manufacture of savings bank votes at the time of an election. 
The statutory limit of deposit was still a year, so that no 
one could qualify in less than two savings bank years. A pros- 
pective voter could bank just before 20 November (the end 
of the savings bank year) and a further immediately after 
that date, but he still would have to wait twelve months from 
the following June before becoming qualified. In the second 
place, ^40 to £60 was about the amount of capital required 
by anyone who wished to buy a forty-shilling freehold — the 
centuries old voting qualification in England. Freehold land 
associations were in existence in different parts of the country to 
facilitate the purchase of these small properties. But why should 
the working man who wished to obtain a vote be compelled to 
invest his savings in property? Why should not he be encouraged 
to leave his £50 or £60 in the government supervised savings 
banks, where it was easily accessible if he needed it? Both were 
property qualifications within the reach of the better paid and 
thrifty artisans, few of whom could afford to pay £10 a year, 
plus the poor rate, for a house. 

So ran the arguments, but the weaknesses of the savings bank 
franchise were equally clear to those, like John Bright, who had 
a logical alternative. 

‘Let the House imagine’, he said during the discussion on the Bill, 
‘some young man who has saved £60, and of whom I hope there 
are some thousands in the country, and put it into the savings 
bank. Suppose anything happens and that his parents fall into sick- 
ness or, what is still more likely and would be a happier thing, that 
he should think of entering into the married state. He withdraws 
his £60 and he furnishes a house of £G ui £7 or £8 a year rental; 
he settles down with additional ties in the country and there is 
additional reason to believe in his love of order and obedience to 
the laws, but the very fact of his taking that course cuts away his 
franchise.’ 

Bright’s following in the House was not yet large, but the 
criticism of Mr. J. W. Henley was listened to with exceptional 
interest, for he had resigned as President of the Board of Trade 
because of his unwillingness to support Disraeli’s Bill. He came 
down strongly against the savings bank franchise. 
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‘How can you reconcile the giving to a man with Consols 

a vote with the giving a vote to another who has in the savings 
bank? I confess that, inasmuch as the basis is money in both in- 
stances, and that the money in each is vested in Government securi- 
ties, it passes my comprehension how you can establish a case of 
equality. Nor am I prepared to admit that the deposit of £6o or any 
other sum in a savings bank is a fair test; for how can you say that a 
man who does not possess that amount among the working classes . 
is not as respectable and trustworthy as a man who does? I think 
myself that it is no measure at all. 1 am ready to admit that a man 
who does possess in the savings bank may be, and probably is, 
a respectable man; but what are the circumstances which enable 
one man to have it and another not to have it, because that is the 
real point which we have to consider. You say that you want it 
as a measure of a man’s prudence and self-respect, and that it is a 
security. But it makes all the difference whether a man is married 
or single ; it makes all the difference whether a man has a large or 
a small family. I myself happen to be a man who has a large family ; 
and a man may be as trustworthy and as respectable as another, and 
yet he may not be able, if he has a large family and belongs to the 
working classes, to put money into the savings bank. There is also 
such a thing as putting children to school in this country in the 
humbler as well as in the higher and middle classes, and if a man 
who is bound on making money has three or four children running 
about the streets instead of going to school, and has his wife working 
in a factory, I do not consider, although he might have in the 
savings bank, that he would be so respectable a man as he who put 
his children to school and kept his wife at home to attend to her 
household and domestic duties, although he might have no money 
in the savings bank. For that reason I do not think that the simple 
fact that a man has money in the savings bank is so strong a proof of 
respectability that it ought to entitle him to possess a vote as against 
another who has it noL You say you want some criterion. There 
may be sickness in one family or a thousand other things that may 
prevent a man who is as prudent and self-denying as his neighbour 
from getting that capital which another man has been able to ac- 
quire. So I do not admit that this savings bank clause, standing 
alone, affords that fair opening for the extension of the franchise to 
the working classes as is claimed for it by its admirers.’ 

When Lord John Russell made his third attempt in i860 he 
dropped the Taney franchises’, but the Bill was no more fortu- 
nate than its predecessors. The whole question of Reform now 
receded into Ae background for six years, while statesmen were 
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preoccupied with problems arising from the American Civil 
War and Bismarck’s continental ambitions. It fell to Mr. Glad- 
stone to introduce a new Representation of the People Bill in 
March 1866. Lord John Russell was now in the House of Lords 
and head of the Government. So it was not, perhaps, surprising 
that the new Bill was his old measure of 1854 thinly disguised. 
The occupier franchise in boroughs was to be lowered to the 
compromise figure ot£^ and, as this figure was too high to hold 
out hope of a vote to a large proportion of the working classes, 
the savings bank franchise was again introduced as an alter- 
native method of securing a vote. Gladstone may have been 
reluctant to drop this franchise. Was he not the father of the 
Post Office Savings Bank, which boasted 650,000 depositors in 
four years? 

‘The savings banks franchise’, he explained, ‘has these advan- 
tages: — First of all, as far as it goes it meets a feeling prevalent in the 
country, and a feeling to which we are disposed to give effect as far 
as we can without the sacrifice of more important ends and aims — 
a feeling that it is desirable to include within the constituent body, 
by the method of what I may call spontaneous selection, some who 
could not be included by any method of franchise you could adopt 
founded upon the old principles of occupation or tenure. Now 
certainly it is true — it must be true — ^it is beyond all reasonable 
doubt or question, although the nature of savings banks does not 
allow us to offer you any demonstration of it — it is true without any 
doubt that provident habits enable many persons in early youth, 
many in very humble circumstances, many not having any inde- 
pendent holding, to amass their little stores by the time they come 
to legal age, and thereby, as we think, to qualify themselves, and 
justly qualify themselves, for taking part in the choice of those who 
are to govern the country. And, above all, the savings banks fran- 
chise has this notable advantage, that it is attended with no compli- 
cation of tide whatever. Every savings bank depositor possesses — ^it 
is necessary for him as a depositor to possess — a book, in w'hich is 
inserted every payment in he has made — every payment out he has 
received, with the date of each and all of these payments ; so that an 
inspection which could hardly require a minute of time would tell 
you when you had fixed your standard whether a man is qualified to 
be put upon the register as a savings bank depositor or not. We 
therefore propose that all adult male depositors of and upwards, 
who have been possessed of that deposit for two years in a savings 
bank, or in a Post Office savings bank, shall be entided to be regis- 
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tered for the place in which they reside. The place wherein they 
reside will, I think, commonly be outside the limits of a town. Of 
course, I do not mean because there will be no such savings banks 
depositors in a town, but because in the towns the nature of the 
franchise may probably be such as to include the great bulk of them. 
But a large proportion, I think, of savings banks depositors will be 
found to be below the limits of the holding which is proposed 
for counties; and it is on that account that I mention the savings 
banks in connection with this department of the electoral system.’ 

Admittedly, this was not put forward as one of the most impor- 
tant provisions of the Bill, as had been the case in Disraeli’s 
measure of 1859. Gladstone did not think that it would add 
more than 10,000 to 15,000 to the electoral body, although 
there were some 87,000 depositors who had over ;(^50 in the 
savings banks for two years. Modest though the proposal was, it 
was violently assailed and found only a few tepid supporters. 
John Bright denounced it as ‘the very worst of all “fancy fran- 
chises” ever proposed’, giving rise to the utmost inequality and 
to a species of fraud which could not be prevented. Lord Robert 
Montagu suggested that the proposal was a fraud and quoted 
against the Chancellor of the Exchequer his own statement in 
1864 about the ownership of savings bank deposits: 

‘That ^£■40, 000,000 or ^((^50,060,000 of accumulated money be- 
longed to different classes of persons (including the labouring 
classes, the charitable institutions, to minors, and in some instances 
to persons not poor at all) ; a great deal of it belonged to domestic 
servants; and, in fact, there was a very miscellaneous denomination 
of persons to take up that large amount of property; but if they took 
the artisans, mechanics, operatives and peasants of this country — ^he 
meant the fathers of families of the labouring classes — ^he very much 
doubted whether one in ten of those families throughout the country 
had any deposits in a savings bank. He might say, perhaps not one 
in twenty, and he v^ as not sure whether the figures might not be 
placed lower.’ 

In the end, it was not the savings bank franchise which killed 
the 1866 Bill. The proposals, as a whole, were too democratic 
for Robert Lowe and bis ‘AduUamites’, not democratic enough 
for Bright and his followers, opposed as a matter of course by 
Disraeli and his Party. The Government was eventually beaten 
by eleven votes on an amendment proposing to substitute rate- 
able value for gross rental in the borough franchise and Reform 
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had added another Government to its list of victims. The situa- 
tion was becoming serious. John Bright’s campaign had raised 
hopes and expectations in the country to a high pitch. There 
were demonstrations, petitions, riots. It was an unenviable 
position for Disraeli, now called upon to settle the matter in a 
House in which he had no clear majority. 

The sequel is well known, though the reasons which led the 
statesman who had proclaimed his hope that the House would 
‘sanction no step that has a tendency to democracy’, who a few 
years before had refused to lower the borough occupier fran- 
chise, and who had denounced Peel for inconsistency, to take the 
‘leap in the daik’ which enfranchised over a million persons and 
introduced household suffrage in the boroughs, will be debated 
to the end of time. The household and lodger suffrages de- 
stroyed the raison d*itre of the sa^dngs bank franchise, but it had 
shown a stubborn indisposition to die. Disraeli had, in fact, 
again introduced it both in the first tentative Bill put forward to 
try to pacify his right wing and in the second Bill, which sought 
to draw support from the left. It is true that the Act, which 
received the Royal Assent on 15 August 1867, bore little re- 
semblance to the Bill which the Chancellor of the Exchequer 
had introduced in March. The parliamentary triumph, if it can 
so be called, remained with Disraeli, but Gladstone shaped many 
of the clauses against the will of the Bill’s promoter. Both 
parties were hopelessly divided and cross voting further confused 
the picture. 

‘Lord Cranborne,’ wrote John Morley, ‘the chief Conservative 
seceder, described the Bill in its final shape, after undergoing count- 
less transformations, as the result of the adoption of the principles 
of Bright at the dictation of Gladstone. It was at Mr. Gladstone’s 
demand that lodgers were invested with votes; that the dual vote, 
voting papers, educational franchise, savings bank franchise, all 
disappeared; that the distribution of seats was extended into an 
operation of enormously larger scale. 

This may have been the case, but so far as the fancy fran- 
chises are concerned, it was Sir Roundell Palmer, the Member 
for Richmond, who pointed out that they no longer served any 
useful purpose. Even so, Disraeli was reluctant to drop the 
savings bank clause, which was to enfranchise those who had 
' Morley, Life of Gladstone. 
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not less than in a savings bank during the two years 
immediately preceding 1 July in any year. ‘The Savings Bank 
Clause’, he said in the debate on s8 May, ‘has often been under 
the consideration of Parliament and it is a clause so venerable 
that we ought not to deal with it cursorily.’ But he saw that it 
was no use courting defeat on an issue which was no longer a 
major one and he allowed the clause to be negatived without a 
division, ‘in deference to the reactionary party in the House’. 

So quietly passed away this thirteen-year-old child of John 
Russell which had been so much admired by men of all parties. ■ 
Had the savings bank franchise become part of our electoral 
system, it would probably have stimulated the savings banks for 
a dme, but only so long as the wider voting qualifications were 
withheld. It would have led to many inconsistencies and minor 
injustices without conciliating more than a small fraction of the 
working-class reformers. Moreover, it would almost certainly 
have caused difficult problems to those administering the banks, 
who would have had to see that voting power was not unfairly 
manufactured by the opening of quasi-political accounts which 
did not represent the genuine savings of the depositors concerned. 
Yet though no tears were shed over its demise. Parliament did 
not abandon its oft-expressed belief that those who had money 
in the savings bank were the most stable and valuable element 
in the community at large. 



Chapter XII 

THE ACT OF 1863 

The Beginnings of Special Investment and Government Stock 
Departments 

F ew would have ventured to prophesy a great future for the 
old savings banks after the passing of the Post Office 
Savings Bank Act in April i86i. They had signally failed 
to agree on a method of affording their depositors that complete 
security which was so essential to a restoration of confidence and 
which was expressly given to depositors in the new State bank. 
It seemed to many that one more local crisis would prove too 
much for a constitution so palpably undermined. But the consti- 
tution of the old savings banks was tough enough to survive yet 
another scandal, which came to light early in the following year. 

Though not of the dimensions of the Guffe Street and Roch- 
dale frauds, the Bilston defalcations of 1 862 excited widespread 
interest both because the guilty person was the vicar of the 
parish and a local justice of the peace and because the recent 
empirical start of the Post Office Savings Bank had kept interest 
in the question of small savings at a high pitch. The Rev. H. S. 
Fletcher, characterized by The Times as ‘the meanest, the most 
cowardly and the most cruel of swindlers’, appropriated between 
/^8,ooo and ;(^9,ooo to his own use. The Times, which had for 
years shown hostility to Trustee Savings Banks, found in the 
fraud a unique opportunity to point the moral. 

‘How can the depositors of a few hoarded shillings know where 
the Fletchers hold sway, and where the Managers do their duty? 
The only sound advice to give the working classes under such cir- 
cumstances is to have nothing to do with institutions where such 
things can occur. . . . The Post Office Savings Banks offer an escape 
from danger and at the same time remove the necessity of taxing the 
time and attention of philanthropic men in offices where negligence 
may occasion such widespread ruin. We confess that, in face of such 
occurrences as those at Bilston, we hope the day will speedily arrive 
when these fallible Savings Banks will all cease to exist.’ 

There is no doubt the belief, if not the wish, expressed by 
The Times was widely shared. Yet the immediate results were 
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not as catastrophic to the old banks as would reasonably have 
been expected. By the end of 1863, over a year after the 
institution of the Post Office Savings Bank, only thirty of the old 
banks had closed. When it is remembered how many of the 638 
Trustee Savings Banks were very small affairs with very limited 
hours of opening, this number was surprisingly small; for, 
although Mr. Gladstone had promised that the Post Office 
Savings Bank would begin gradually, concentrating first on the 
places where there were no savings bank facilities, this under- 
taking was soon overridden by a natural desire to make the new 
system as universal as possible. Though only 301 post offices 
were opened for savings bank business in September 1861, no 
fewer than 1,629 were open by the end of the year and 2,532 by 
the end of 1 862. Of the thirty savings banks which closed within 
the first twelve months of September 1861, twenty were very 
small banks indeed with less than ^^5,000 of depositors’ balances 
and none had as much as of funds. 

It was clearly time that the Trustee Savings Banks did some- 
thing to stop the rot before it sapped the vitality of the whole 
movement. To some extent this could be done locally by ex- 
tending sei*vices, encouraging the promotion of penny banks, 
providing longer hours of opening, and improving book-keeping 
and audit. Many acted on these lines, the competition with the 
new state service being thoroughly beneficial in its results. But 
Bilston was a reminder that something more was needed and 
the three parliamentary stalwarts, Mr, Estcourt, Sir Henry 
Willoughby, and Mr. Ayrton, tried their hand at a Private Bill, 
realizing that it was useless to ask Mr. Gladstone to risk another 
rebuff. They sought (0 to enforce upon all banks the regula- 
tions of the well-managed ones; (2) to repeal the clause in the 
1844 Act which removed all liability from trustees; (3) to insist 
on proper audits; and (4) to enact that no transactions should 
take place except at the office, during the office hours, and in the 
presence of more than one person. 

Opposition to the Bill came not from the Chancellor of the 
Exchequer, who was sympathetic, while not disguising his 
opinion that the main question had been disposed of, but from 
the savings banks themselves. The nature of their objections is 
not on record. There was still a good deal of confusion and 
anxiety in the minds of trustees, who did not all relish the 

p 
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idea of a limited restoration of personal liability without the 
means of ensuring that the experience of Rochdale and Bilston 
would not be repeated in their own districts. Even the Man- 
chester trustees, who certainly had no reason to fear that such 
mild proposals would affect their own progressive and well- 
managed bank, characterized the Bill as ‘highly objectionable\ 
An influendal savings bank deputation waited on Mr. Estcourt. 
Once again St. Martin’s Place was the meeting-ground of the 
deputation, and once again a negative success was won. It must 
have been a great discouragement to Mr. Estcourt to have to 
withdraw his Bill on 20 May 1862 as a result of pressure from 
his own supporters. But it turned out to be a blessing in diguise; 
for tlie leading savings banks now set themselves in earnest to 
thrash out the details of the long-desired consolidation Bill with 
such amendments as would remove the most glaring defects of 
the existing law. 

The meeting at St. Martin’s Place, which sealed the fate of 
the Estcourt Bill, appointed a sub-committee to carry out its 
views and settle the terms of an amending and consolidation 
Bill. The members of the sub-committee were three savings 
bank actuaries. Boodle of St. Martin’s, Nield of Manchester, 
and Frank Wever of Sheffield, where the savings bank had just 
signalized its determination to progress by building a fine new 
office complete with porter in brown lively with scarlet 
trimmings. 

The sub-committee acted quickly and sensibly. It formu- 
lated a series of resolutions advocating, in addition to the 
consolidation of the existing law, the insertion in the new Bill of 
certain additional safeguards. It circulated these resolutions 
to the other savings banks, ninety-four of which replied. 

All were agreed that the liability of trustees and managers 
should be restored as it stood before the passing of the 1844 Act, 
so as to render them liable for their own acts and deeds and for 
wilful neglect and default. All agreed that provision should be 
made for a double check and for the comparison of the pass-book 
with the ledger on all transactions, for the receipt of money only 
on the bank premises and during hours of business, and for the 
appointment of auditors or professional accountants to examine 
the books monthly (or at least quarterly, if a bank was open 
two days a week or less) as well as to certify the annual accounts. 
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All approved of the display in the banks of an extracted list 
of depositors’ balances, identifiable by number and not by name 
and duly certified by the auditors. All agreed that trustees and 
managers ought to meet at least quarterly and keep proper 
minutes of their meetings. 

These proposals were not only approved but were to become 
law. There was also agreement ‘that a Government Inspector 
be appointed to examine and report, but to have no power to 
interfere with the management. Expense to be paid out of 
interest arising from Separate Surplus Fund.’ Whether this 
proposal was dropped as a result of pressure from any quarter, 
or because of the impossibility of finding any inspector who 
could hope to cover more than a fraction of the ground in a 
single year, is not revealed. It is only known that it was not 
accepted, nor was it heard of again for twenty-five years. 

Other useful minor reforms were endorsed, but the majority 
of the banks turned down a proposal to allow the redeposit of 
sums withdrawn during the year and another to make the 
calendar year the financial year instead of the twelve months 
ending on 20 November. Mr. Boodle was deputed to convey 
the decisions to Mr. Estcourt, together with the consolidation 
Bill prepared by Sir Alexander Spearman and Mr. Tidd Pratt. 
Mr. Estcourt, unfortunately, had a breakdown in health and 
had to leave for Italy and the task of introducing the Bill and 
piloting it through the House devolved on Sir Henry Wil- 
loughby. The work was well done and the Bill was prepared 
and introduced with very litde delay. Mr. Gladstone thought 
it creditable to the gentlemen who had it in charge and, so far as 
it went, likely to be effectual. After small amendments in Com- 
mittee, it pa.<w!ed both Houses and received the Royal Assent on 
,28 July 1863. 

The Act of 1863 passed into law with little discussion and 
almost unnoticed outside the savings banks movement — a. 
pleasant contrast to the history of earlier attempts at legisla- 
tion. It has remained ever since the principal Act under which 
Trustee Savings Banks are certified and most of its clauses 
are still in operation over eighty years later. It is true that it 
was largely a consolidation Act; the alterations made to the 
existing law w^e sensible and evolutionary rather than drastic 
or spectacular. So far as it broke new ground, the Act was the 
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work of the banks themselves. It gave them much-needed en- 
couragement at a difficult time. For this outstanding service 
to the movement the Trustee Banks were largely indebted to 
Estcourt and Willoughby for their support in Parliament, to 
Sir Alexander Spearman and Mr. Tidd Pratt for their sympa- 
thetic guidance in the arduous task of consolidation, and to 
Messrs. Boodle, Nield, and Wever for at last framing new pro- 
posals acceptable to the banks. Mr. Nield died the following 
year. Mr. Boodle’s active career was near its end. It was left to 
a new generation of actuaries to show that Trustee Savings Banks 
certified under the Act of 1863 might still become a power in 
the land. 

It was now possible, for the first time since 1828, to obtain a 
clear view of these Trustee Savings Banks which, like so many 
British institutions, had attempted by a process of trial and 
error extending over half a century to hammer out the consti- 
tution best suited to their purpose. The management of the 
banks was still left in the hands of bodies of trustees and mana- 
gers, whose only essential qualification was a willingness to 
perform their duties without any payment or benefit, direct or 
indirect, other than reimbursement of out-of-pocket expenses. 
They were not an elected body, for there was no one to elect 
them except the unwieldy mass of depositors. Any persons 
might combine to start a savings bank in their vicinity, provided 
they obtained the approval of the National Debt Commissioners 
and agreed to abide by rules certified by the Savings Bank 
Barrister to be in accordance with the 1863 Act, but obviously 
no such bank would meet with support unless the trustees were 
respected and trusted. Once a bank was started, any vacancies 
in the number of trustees and managers could be filled by the 
vote of those present at the next annual meeting. For some 
years past the tradesmen, industrialists, and professional men 
had largely taken the place on the boards of management of the 
titled and landed gentry whose financial backing had once been 
so important. A similar transition had been conspicuous in 
local government in the early years of the century. Most boards 
were representative of the best and most philanthropic men in 
the local communities. To be elected a trustee or manager at 
the annual meeting of a savings bank was regarded, as it still 
is, a signal honour. 
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The distinction between trustees and managers was not clear 
cut as of old. Trustees had been relieved of financial liability 
since 1844 and the extent to which the 1863 Act restored 
personal liability was, as we shall sec, very moderate. Managers 
were ceasing to be actively concerned in the day-to«day manage- 
ment of the larger banks in which business was wholly conducted 
by paid officers. It was a common, but by no means general, 
practice for the trustees to act as the committee of manage- 
ment. They certainly were responsible for holding property, 
signing authorities to invest with or draw upon the Commis- 
sioners, and submitting returns. But the old distinction of 
wealth and class between trustees and managers, never general 
and seldom pronounced, had largely been obliterated. 

How then did the 1863 Act settle the difficult question of 
financial responsibility for losses? The provisions of Section 1 1, 
which have remained on the Statute Book unaltered ever since, 
were simple and straightforward. A trustee or manager would 
only be held personally liable if he failed to pay over moneys 
actually received by him on account of a savings bank; if 
he failed to take security from the officers entrusted with the 
receipt and payment of money; or if he failed to see that his 
bank complied with three of the fundamental rules and regula- 
tions set out in the Act. These were ( i ) that at least two persons 
must be present on all occasions of public business and be 
parties to every transaction of deposit and repayment, (2) that 
an independent auditor must examine and certify the books at 
least twice a year, (3) that the trustees and managers or com- 
mittee of management must meet at least twice a year and keep 
minutes of their proceedings. 

This solution of the troublesome question of liability which 
had perplexed Parliament and the banks for so long was supple- 
mented by certain other safeguards recommended by the 
Boodle-Nield-Wevcr committee. These other restrictions did 
not affect the liability of trustees, but were none the less com- 
pulsory, and have remained ever since as distinctive features of 
Trustee Savings Banks. 

The depositor’s passbook must be compared with the ledger on 
every transaction of repayment and on its first production each year. 

Depositors must produce their passbooks at least once a year. 
(No penalty was provided in case of non-compliance.) 
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No money must be received or paid except at the Bank during 
hours of business. 

A book must be displayed in each ofRce containing an audited 
account of each depositor’s balance, omitting the name, but giving 
the number and amount, so that any depositor could inspect it and 
see that the balance compared with that in his own passbook. 

There is no doubt that these were wise regulations which did 
much to establish certain minimum standards of administration 
in the banks without hampering their freedom of development 
by irritating controls and restrictions. They set the movement 
firmly on the path which it was to follow, but a little more hard 
experience was necessary before the remaining weaknesses were 
finally eliminated. 

The other clauses of the Act were directed to consolidating 
the many Statutes passed since 1828. Limits of deposit were 
re-enacted at the low figures of £*^0 a year and £1^0 in all; 
when principal and interest together amounted to £200^ inter- 
est ceased. The only exceptions were certified friendly societies, 
which were allowed to deposit without limit, and charities and 
penny banks which could deposit £100 ?i year and £*iOO in all 
or could exceed these limits with the prior consent of the 
National Debt Commissioners. The Act continued the useful 
privileges of exemption from stamp duty, power to pay the next- 
of-kin or others entitled to the money without production of pro- 
bate or letters of administration in small estates of under £^0^^ 
and the reference of disputes to the Savings Bank Barrister 
(whose functions were transferred in 1876 to the Registrar of 
Friendly Societies) . The control of the National Debt Commis- 
sioners, once a bank was certified, was limited to the receipt and 
investment of moneys remitted by the trustees and their repay- 
ment, and the supervision of the surplus funds, of the bonds 
of security taken by the trustees from their officers, and of the 
annual accounts. There was also a discretionary power to call 
for a detailed statement of the expenses of any bank. A rather 
wider power of supervising and enforcing the audit of Irish 
savings banks was a reminder of the events which had led to the 
1848 Act. 

Such were, in brief, the constitution, powers, and limitations 
of the savings banks which, since then, have always described 

' Raised to £100 by Savings Banks Act, 1887. 
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themselves as ‘certified under the Act of 1863’ and are more 
popularly known, as Trustee Savings Banks. There still survived 
a number of Scottish savings banks also directed by honorary 
trustees, but certified under the old Act of i8ig and having no 
direct connexion with the National Debt Commissioners. The 
Trustee Savings Banks now had to face the competition of the 
new (State) Post Office Savings Bank, with its numerous offices, 
longer hours of business, and complete state security. What 
competitive advantages were left to the old savings banks in 
their struggle for survival? 

In the first place, the Trustee Savings Banks were at first able 
to pay a higher rate of interest to their depositors. The 1863 
Act had continued the payment of 5s. per cent, to trustees 
and a maximum of £3. os. lod. to dejsositors. Not many banks 
could afibrd to pay this maximum rate, but most could at least 
pay more than the £2. loj. per cent, allowed to Post Office 
depositors. This advantage was a temporary one, but was not 
finally abolished until 1888 and the intervening years were all- 
important. 

The second advantage was the one always open to the local 
institution over the centralized organization. Local patriotism 
naturally is an important factor, but adaptability to local needs 
is even more important. The most practical example is the 
facility for withdrawal. It is a commonplace paradox among 
savings workers that the first step to encourage people of small 
means to save is to show how easy it is for them to withdraw their 
savings. Once a hesitating wage-earner knows that not only will 
his money be safe in a savings bank but that he can draw it all out 
to-morrow if he wishes, he will be well on the way to becoming 
a saver and •will cease to have any strong urge to draw on his 
savings once they are deposited. From time to time an extra 
cautious depositor will come to a savings bank office and draw 
out all his savings only to redeposit them when he is sure that 
the money is really there. Now the local Trustee Savings Banks 
did not always,, in the early days, pay on demand. Sometimes 
a week’s notice was asked even for small sums — an almost essen- 
tial precaution at a time when balances were very small. But 
by the eighteen-sixties many of the larger banks had accepted 
the •view propagated so vigorously by the Edinburgh Savings 
Bank that freedom of withdrawal should be encouraged. So 
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their depositors could draw substantial sums on demand at the 
local savings bank, whereas they would have to wait some days 
to get the money from the post office. 

The third advantage was specialization. The local postmaster 
or postal official had many duties to attend to. He might be 
conducting a business of his own, with the post office as a side- 
line, or he might be at a busy office carrying out the ordinary 
postal service, selling stamps, postal and money orders, and 
with little time to devote to the savings bank, except in so far as 
it was a matter of routine receipt and payment of money. The 
Trustee Savings Bank actuary or cashier and such managers as 
attended at the counter had no other distractions. They were 
specialists in thrift. They were interested in their clients as 
actual or potential savers, were ready to discuss their financial 
problems, advise them when small estates had to be wound up 
or wills had to be made, and take that personal interest in them 
which makes a person glad to come back again. The more 
active savings banks had, as we have seen, done a good deal to 
extend their sphere of influence and encourage thrift by foster- 
ing subsidiary agencies, such as penny savings banks, in their 
neighbourhood. 

There were, therefore, substantial enough reasons to encourage 
the trustees of most of the larger and many quite small savings 
banks to look with reasonable optimism to the future and to 
regard the 1863 Act as a sound foundation on which to build an 
enlarged and improved structure. The desire to be free from 
state interference and to continue to develop the thrift move- 
ment on philanthropic lines was particularly strong in Scotland 
and the north of England. Yet the trustees had need of all their 
fortitude in the eighteen-sixties. Most of the old banks which 
closed during the decade were small and unimportant, but a 
defection took place in 1864 which was not only a severe blow 
to the Trustee Savings Banks of that day, but was also to have 
important effects over half a century later. The trustees of the 
Birmingham Savings Bank, wliich had accumulated nearly 
;^6oo,ooo of funds in thirty-seven years and was eighth in size of 
all the savings banks in the British Isles, decided, by a narrow 
majority, to close down, apparently owing to the small measure 
of increased personal liability put upon them by the Act of 1863. 
The Times again referred to the ‘gradual extinction of the old 
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savings bank system’, but some of the provincial newspapers 
took a totally different view and soundly rated the Birmingham 
trustees for their timidity and lack of public spirit. ‘Instead of 
the Birmingham case being taken as a precedent’, commented 
the Leeds Intelligencer^ ‘it should rather be looked upon as a warn- 
ing. The evils to be apprehended from the abolition of the old 
Savings Banks are much less imaginary than the responsibility 
that weighed so powerfully with the Birmingham trustees.’ 
‘We have the best authority for saying’, said the Liverpool 
Mercury^ ‘that the depositors in the Birmingham Savings Bank 
are withdrawing more in cash than they are transferring to the 
Post Office and such has been the inconvenience and alarm 
created by the sudden calling in of 33,000 depositors that the 
promoters of the transfer themselves regret the hasty step they 
have taken.’ But there was no going back and it was the gap 
left by the unnecessary withdrawal of local savings facilities in 
England’s second city which led in 1916 to the starting of the 
Birmingham Municipal Bank. Although Birmingham did not 
consider establishing a municipal savings bank for another fifty 
years, it is interesting to find that in 1866 Manchester Corpora- 
tion promoted a Bill for a corporation savings bank with the 
object of ‘obtaining money for public works’. A deputatioil 
from the trustees of the Manchester Savings Bank obtained an 
interview with Mr. Goschen, then Chancellor of the Duchy of 
Lancaster, with the result that the proposal was withdrawn. 

The Birmingham Savings Bank was one of 33 savings banks 
which closed in 1864 and the number of those which followed 
suit during the next five years were — 15 in 1865, 14 in 1866, 
19 in 1867, 22 in 1868, and 10 in 1869. So that by the begin- 
ning of 1870, including the 30 banks which had closed during 
the first two years following the Post Office Savings Bank Act 
of 1861, the number of independent Trustee Savings Banks had 
decreased by 143. The effect was not, however, as serious as 
the numbers might suggest, for the great majority of the savings 
banks which closed during the sixties were small concerns 
which had never attracted much support. Seventy-five, or over 
half the total, had less than £10,000 of assets, several less than 
£ 1 ,000. Only 1 2 of them had more than £50,000 and these had 
funds of ;{^i,50i,ooo, whereas the other 13 1 between them had 
only 1, 695,000 of deposits. Apart from Birmingham, the only 
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considerable banks to close at this time were Canterbury (1865), 
572, Portsmouth (1868), ^^146, 241, and Chichester (1868), 
£107,147. 

Between 1870 and 1879, 58 more savings banks closed in Great 
Britain and Ireland, of which only nine h^d funds exceeding 
£^0,000. The four largest were Warwick (1872), £125,236, 
Paddington (1875), £124,302, Maidstone (1872), £ii95385» 
and Chesterfield (1876), 11,571. The closings from 1862 to 

1879 can be summarized as follows: 



Funds 


Over 

£50,000 to 

^25,000 to 

£10,000 to 

Under 


£100,000 

£100,000 

;f50,000 

;f25,O0O 

£10,000 

1862-9 

4 

8 

25 

31 

75 

1870-9 

4 

5 

11 

21 

17 

Total 

8 

13 

36 

52 

92 


It is interesting to trace the geographical distribution of the 
banks which closed. It is not surprising that the greatest dispo- 
sition to retire in favour of the Post Office was seen in London 
and the surrounding counties. No fewer than 22 savings banks 
in what is now the London Metropolitan Area closed. Eight 
more closed in Essex, 7 in Hertfordshire, 5 in Middlesex, 
8 in Surrey, 1 1 in Kent. If we add to these 61 banks the 10 in 
Hampshire and 4 in Sussex, we shall see how much stronger 
was the effect in the south than in the north. Kent has never 
yet recovered the ground lost when Canterbury and Maidstone 
gave up their local savings banks, nor did Hampshire figure 
prominently in the Trustee Savings Banks Movement, once 
Portsmouth closed, until a new bank was started there in 1931, 
following one in Bournemouth the previous year. George 
Rose’s old bank in Southampton, however, never lost faith in 
the trustee system. The movement in Surrey, never strong, 
almost disappeared except for a vigorous local bank at Guild- 
ford. The other English counties were not much affected, apart 
from Warwickshire and Staffordshire. The former could not 
withstand the catastrophe of the closing of the leading savings 
banks at Birmingham and Warwick. Staffordshire lost no fewer 
than 9 local savings banks and 6 more during the eighties. The 
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reasons which led to the practical extinction of Trustee Savings 
Banks in this county, which had given them such strong support 
for half a century, are not at all clear. The Gladstonian influ- 
ence was certainly strong and may have favoured abdication 
in favour of the Post Office. Possibly, if the facilities for amal- 
gamation which were given early in the next century had been 
available at this time, many of these smaller banks would have 
survived ; as it was, under 60 per cent, of the depositors’ balances 
were in fact transferred to the Post Office. Only 7 very small 
banks closed in Scotland during this period and none in North- 
umberland, Cumberland, the East Riding of Yorkshire, Lin- 
colnshire, and Northamptonshire. Devon and Cornwall were 
almost unaffected. 

Savings banks, like other financial institutions, had to con- 
tend with a number of exceptionally gloomy years of trade 
depression during the eighteen-sixties, but it seems doubtful if 
this was the sole cause of the closing of a single bank. The 
decade began with the cotton famine consequent on the seces- 
sion of the Southern States from the American Union. Distress 
in Lancashire was deplorable, nearly half a million workers 
receiving relief. Fortunately, the reactions in other parts of the 
country were not serious. In Blackburn, where 3 1 per cent, of the 
working population were on relief, savings were naturally drawn 
upon, but the cash balances in the Blackburn Savings Bank only 
fell from ^{^121,000 in 1B60 to ;(^i02,ooo two years later. 

Then followed some uneasy years of apparent recovery. 
Many new companies were formed under the Limited Liability 
Act of 1862, but the violent fluctuations of the bank rate showed 
that confidence was absent. The crash and panic came in 1866. 
A number of the new companies and some older ones failed. 
Distrust grew snowball-like, till the old-established and respect- 
able house of Overend, Gurney & Co., which was formerly 
associated with the famous Quaker banldng family of Gurney 
and had helped the country to pull through other financial 
crises, was itself overwhelmed. The excitement in the City when 
this great concern closed its doors is said to have been unpre- 
cedented. Mobs besieged their bankers and' the financial 
houses. The bank rate soared to 10 per cent. The Bank of 
England’s reserves fell in a single day from £6 millions to a little 
over millions and the Bank Charter Act was again suspended. 



220 The Act of 1^3 

But the crisis was essentially one of big finance and the savings 
banks were little affected. The small depositors did not doubt 
that their savings were secure.- 

More alarming, from the savings banks’ point of view, was 
the next major crash, which occurred twelve years later. The 
recovery and promise of prosperity of the seventies was rudely 
shaken in 1878, when the City of Glasgow Bank closed its doors. 
This bank had pursued an apparently progressive policy and 
attracted a good deal of support from the public. Investigation 
of its affairs, however, disclosed a loss of over millions and, 
as the liability of the shareholders was unlimited, many people, 
rich and poor, who held the shares as individuals or trustees, 
were irretrievably ruined. It was little consolation that the 
directors were convicted of fraud and imprisoned; Scottish 
banking had received a hard blow which reacted on many other 
concerns north and south of the border and set back the clock 
of progress. 

What effect did this have on the Savings Bank of Glasgow, 
which would naturally have to withstand the greater part of the 
shock to the confidence of the public oWjlasgow? Very little, 
considering the magnitude of the disaster and the number of 
working people thrown out of employment. There was a short 
run on the bank, which soon died down when depositors 
were paid in full. The funds of the Glasgow Savings Bank 
actually showed an increase of £*jt^ooo for the year, but this 
was more than accounted for by the addition of interest, with- 
drawals exceeding deposits by some ^(^30,000. The number of 
depositors only decreased by 168 and in the following year 
(1879) it increased by 5,884, though withdrawals were still 
slightly in excess of deposits owing to the continued depression. 
Indeed, the savings bank at Im^erness may be said to have 
suffered more from the City of Glasgow smash than the Glasgow 
Savings Bank, for its bankers were the Caledonian Bank, which 
was forced for a time to suspend payment. The depositors be- 
came alarmed and a critical situation was overcome by the 
trustees and managers attending personally to reassure Aem, 
which they did by showing the receipt for the funds invested 
with the National Debt Commissioners. 

No stronger proof could be given of the stability of the 
Glasgow Savings Bank or of the confidence felt in its manage- 
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ment than the way it weathered the storm in 1878-9. Since 
1870 it had taken the first place in the size of its ftinds of any 
savings bank in the country, a place which it has easily retained 
ever since. In 1878 these funds already exceeded millions, 
and the millions mark was passed in 1884. There is no doubt 
that this progress was largely due to enterprising management 
and studying the wants of the depositors. A strong and inde- 
pendent committee co-operated with an exceptionally able 
actuary in Mr. Meikle. So this bank increased its funds by 
127 per cent, in the twelve years between 1858 and 1870 and 
rose from sixth to first place. In the same period the St. Martin’s 
Place Bank — still second in size — ^had only increased by 7 
per cent, and was being overhauled by the two progressive 
Lancashire banks — Manchester, \\rhose funds in 1870 were 
;{^i,320,ooo and showed a percentage increase of 28 per cent, 
in the same period, and Liverpool, whose increase was 22 per 
cent, and now had ;(^93 1,000 at credit. 

The enterprise of the Glasgow trustees of this time is illus- 
trated not only by their development of branches and penny 
banks but by their early decision to open a special investment 
department. It was not until the seventies that the Trustee 
Savings Banks began to develop the special investment depart- 
ments which became one of their distinctive features and have 
done so much to increase their usefulness and popularity. Irrita- 
tion at the low limits of deposit had been growing, but successive 
Governments had shown no disposition to extend the annual 
limit of and the total limit of £150, which had remained 
unaltered since 1828. It was with surprise and some alarm, 
therefore, that the savings banks learned in 1869 that the 
Government proposed to introduce legislation to raise the 
annual limit of deposit in the Post Office Savings Bank to 3(^100 
and the total limit to ^^300 without increasing the limits of the 
old savings banks. Prompt representations were made through 
the Marquess of Hartingdon and others and the ofl'ending clause 
was withdrawn. This left matters as they were, but showed the 
old banks still more clearly that the Post Office Savings Bank 
was now the favoured child of the State and that they must 
find ways of looking after their own interests. 

Fortunately a way was open. The 1828 Act had expressly 
stipulated that there was nothing to prevent trustees of any 



222 


The Act 0/1863 

savings bank ‘receiving any sum or sums of money from any 
depositor for any purpose except to be paid into the Bank on 
account of the Commissioners for the Reduction of the National 
Debt, and it shall be lawful for such trustees to apply any such 
sum or sums of money in any other manner for the benefit of the 
several depositors according to the rules and regulations of such 
Savings Banks’. 

This clumsy clause was certainly not put into the 1828 Act 
with the deliberate intention of facilitating the establishment 
of special investment departments. It seems probable that it 
was introduced to regularize the position of the trustees of the 
Exeter Savings Bank, who from the earliest days had given 
facilities for the purchase of 3 per cent. Consols on behalf of 
their depositors. The idea was, of course, to provide an outlet 
for those who had reached the statutory limit of deposit in the 
savings bank. The Consols were bought in the names of four 
trustees, the dividends being credited to the accounts of the 
depositors concerned without any deduction for expenses. The 
depositors took the risk of a rise or fall in the price of the invest- 
ment. The rules permitting this arrangement were duly certi- 
fied in the early days of the bank and by 1857 over 1,000 of 
3 per cent. Consols were held for 118 depositors. This stock 
department, however, never became really popular and was not 
imitated elsewhere until the Government itself decided to en- 
courage small holdings of stock in 1880. 

The next use of this clause in the 1828 Act, permitting invest- 
ment otherwise than with the National Debt Commissioners, 
was quite different. In 1847, one result of the trade depression 
was that the Scottish joint-stock banks were offering a high rate 
of interest on deposits, namely, 4 per cent. We have seen how 
important to the Scottish savings banks were the fluctuations in 
the rate of interest paid by the joint-stock banks in the years 
before the savings banks banked with the Government. To 
some extent this influence was still important. The Scottish 
savings banks always had a type of depositor who kept a shrewd 
eye on the interest he was receiving on his deposits and had no 
scruples about taking his money out of the savings bank across the 
road to the joint-stock bank if it would earn another J per cent. 

To meet this, the Dundee and Perth Savings Banks came to 
an arrangement with local joint-stock banks to receive money 
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from them at ^ per cent, over the usual rate of interest. Rules 
permitting them to do so were duly certified as being in accor- 
dance with the 1828 Act. The depositors were not slow to take 
advantage of this favourable arrangement. In Perth they with- 
drew some f^^,ooo from the government department during 
1847 and 1848 and placed it in this new deposit department, 
in which they received an extra per cent. Two years later, 
when bank interest fell to 2 per cent., the same depositors 
reversed the process. This peculiar arrangement continued and 
when, in 1856 and 1857, high interest rates again prevailed, 
the bulk of the Perth deposits were again withdrawn from the 
Government. In the latter year, out of assets of 72,000, no 
less than 40,000 were in the hands of the Union and Central 
Banks of Scotland and only ;^32,ooo were invested with the 
Debt Commissioners. Dundee Savings Bank made a similar use 
of these powers and called the new department the ‘Chartered 
Department’. 

Neither the Exeter nor the Dundee-Perth experiment was 
really in the nature of a special investment department. It was 
not until 1870 that the possibilities latent in this clause, which 
had fortunately been retained as Clause 16 of the 1863 Act, 
began to be appreciated. Unfortunately, the reasons which led 
the trustees of the Glasgow Savings Bank and of the Bradford 
and Leeds Savings Banks to take this important step are not 
recorded. Bradford seems to have been first in the field, but all 
that appears in the minute book is a record that ‘On 5th April, 
1870, it was moved by Mr. Semon, seconded by Mr. Robert- 
shaw, “that a department called the Bradford Investment 
Savings Bank be forthwith opened and that the rate of interest 
allowed at present be four per cent, per annum” ’. 

The action of the Glasgow trustees was more significant, for 
the example of the largest savings bank in the country was 
certain to be followed. Mr. Meikle submitted a memorandum 
to his trustees on ii November 1870. It was referred to the 
bank’s law agent, who reported that the starting of an invest- 
ment department was within the powers of the trustees. The 
trustees wasted no time. They decided at first to confine the 
privilege of deposit to depositors of five years’ standing and to 
receive money fix>m them for fixed periods for investment in the 
debentures or mortgages of Glasgow Corporation Water Trust 
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or Gas Trust. ‘In this way they will participate in the higher 
rate of interest allowed by these Trusts, an advantage hitherto 
confined to capitalists.* The department was opened on 3 
January 1871, and during the first month over ^{^20,000 was 
transferred. fiLOfiOO was accordingly invested with the 
Glasgow Corporation Gas Commissioners ; when another 
;(^20,ooo had been deposited, the loan went to the Water Com- 
missioners. By November 1872 the balance at credit of the new 
department exceeded 100,000, on which depositors were 
being credited with 3 J per cent, interest. This is only one instance 
of the vitality of the Glasgow Savings Bank at this time. They 
could boast no fewer than ninety-seven affiliated penny banks in 
1870 and the trustees had already set out on a programme of 
branch expansion, the first branch being opened in 1869. 

Although Mr. Meikle’s memorandum on the proposed invest- 
ment department is not now available, it is not difficult to guess 
the reasons which influenced his trustees. First among them 
must have been the limit of deposit in the government depart- 
ment — a limit which had undoubtedly been reached by many 
of the thrifty Glaswegians who patronized the bank. Secondly, 
the rate of interest in the government department was low com- 
pared with the rates obtainable elsewhere in the early seventies. 
Moreover, there had been an attempt by the Government in 
1870 to reduce the Trustee Savings Bank rate still further — a 
proposal described by the Yorkshire Post as ‘Mr. Lowe’s unwise 
and reckless project’ and later abandoned. An investment 
department would act as a useful safeguard against the with- 
drawal of larger deposits for interest reasons. Thirdly, the 
allowance for management was small and was a handicap to the 
development for which many of the banks were ripe. An invest- 
ment department gave promise of a larger margin for expenses 
and for the building up of reserves, as well as a higher rate of 
interest. Fourthly, such a development would constitute another 
competitive advantage over the Post Office Savings Bank. In- 
vestment trusts were no revolutionary conception in Scotland. 
Indeed, the trustees of the Scottish savings banks which had 
continued to operate under the 1819 Act (although these were 
at this time comparatively small in size) had always had the 
responsibility of investing the whole of their funds and had 
found no difficulty in doing so. 
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The example of Bradford and Glasgow was followed in 1873 
by Leeds and in 1874 by Manchester and Preston. In the latter 
year Dundee Savings Bank secured an extension of its powers to 
permit investment not only in the Scottish joint-stock banks but 
in public and' government securities of Great Britain and Ire- 
land, in exchequer bonds or bills, and in the security of any 
county, borough, or other rates authorized to be levied and 
mortgaged by Act of Parliament. Leicester and Sheffield 
Savings Banks followed in 1877, Huddersfield in 1879, Hull in 
1880, Coventry in 1881, Edinburgh in 1890, and Derby in 1891. 
Then, for reasons which will be explained, there was a setback 
until 1904. Liverpool Savings Bank in 1875 had taken a line 
of its own, offering to buy for its depositors mortgages of the 
Liverpool Corporation; these facilities were continued until 
1888. The value of this testing of the ground by these banks 
was apparent in the twentieth century, by which time the 
proper methods of conducting a special investment department 
and the advantages of such a department were becoming 
clearer. 

It is probable that this movement to start special investment 
departments would have gone farther in the eighties, had not 
the Government decided in 1880 to institute a means by which 
small investors could easily and conveniently buy government 
stock. The Chancellor of the Exchequer preferred this course 
to the extension of limits of deposit in the savings bank and, 
whatever the arguments for or against the latter course, there is 
no doubt that the introduction of stock departments in the Post 
Office and Trustee Savings Banks was a wise move. 

The 1 880 Act restricted the amount of government stock any 
depositor could buy to fioo in a single year and fioo in all. 
The minimum investment was £10 of stock or the amount of 
stock which ;^io would buy. It was permissible to deposit up 
to 1 00 in a savings bank account for the immediate purchase 
of stock without infringing or reducing the normal annual limit 
of deposit, which still remained at £^o. Government stock was 
to be bought and sold by the trustees of the savings bank 
through the National Debt Commissioners and dividends were 
to be credited direct to the depositor’s savings bank account. 
Though many alterations have since been made in the Acts and 
regulations governing these stock departments, which were the 
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beginning of what is now known as the Post Office Register, the 
essence of the scheme was there. 

It is difficult at first to grasp the reasons for the very cautious 
attitude adopted by the Exchequer to the extension of govern- 
ment stock facilities to the small investor, for ft is an axiom 
to-day that the more widely held is the National Debt, the more 
healthy is the country. The National Debt was not regarded in 
the nineteenth century as a necessary and expanding liability. 
It was an evil to be curbed and, if possible, abolished. Conse- 
quently there was no enthusiasm for encouraging a great exten- 
sion in the demand for Consols and 3 per cents. Even the 
State’s growing liability to savings bank depositors was regarded 
with some misgivings in Treasury circles. Mr. Goschen, during 
his term as Chancellor of the Exchequer in the eighties, 
admitted that as Chancellor of the Exchequer he was opposed 
to any measure which would largely increase the already 
gigantic amount standing to the credit of depositors.* This 
candid admission affords some explanation of the reasons which 
led not only Mr. Goschen but successive Chancellors of the 
Exchequer to reject persistent appeals for a reasonable exten- 
sion of limits of deposit, whether in cash or stock. The facilities 
for the purchase of small holdings of government securities 
introduced by the 1880 Act were but slowly taken advantage of; 
but they became of first-class importance during the First World 
War, when the huge growth of the National Debt, together with 
the higher level of earnings, made it not only possible but essen- 
tial to popularize War Loans among people of modest means. 

This concession in the 1880 Act was rendered much less 
palatable to the Trustee Savings Banks by being accompanied 
by a reduction in the rate of interest on deposits. Certainly the 
banks had been fortunate to retain for so long the rate fixed in 
1844, when the general interest level was much higher than it 
was twenty or thirty years later. To the old argument that the 
State was losing money by allowing Trustee Savings Banks 
5^. per cent, was now added the very pertinent inquiry why 
the old savings banks should be given this advantage over the 
Post Office Savings Bank, which was proving that it could attract 
deposits at 2 \ per cent. The British Quarterly Review^ in an article 
in January 1878, urged the equalization of the interest allowed 

* See p. 243. 
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by the old banks and the Post Office. *The result would be that 
the depositors in the old banks would, without doubt, in the 
process of time, transfer their accounts to the Post Office Savings 
Banks and in doing so they would avail themselves of many 
advantages which it is impossible for any private enterprise to 
offer.’ 

In all the circumstances the old banks may be said to have 
done as well as could be expected in suffering a reduction of 
only i per cent. This meant that they were to receive 3 per 
cent, in future from the National Debt Commissioners. Those 
banks which needed J per cent, to meet the cost of management 
could accordingly only offer to depositors the same rate as the 
Post Office. But most of them preferred to keep their manage- 
ment expenses within the very small limit of 51*. per cent, and so 
pay depositors the maximum of £2 15s. permitted by the Act. 
Even this small discrimination was only to remain for a few 
years, but by that time it was clear that a well-conducted 
Trustee Savings Bank could more than hold its own on equal 
interest terms with its new and powerful competitor. 



Chapter XIII 

PROGRESS AND SETBACKS, 1875-88 

I N 1875 the field of thrift had been surveyed by that redoubt- 
able Victorian, Dr. Samuel Smiles. Samuel Smiles is often 
regarded to-day as typical of the self-complacency of the 
middle- and upper-class Victorians. His particular way of 
emphasizing moral precepts has long since lost favour and could 
only appeal in an age whose basic philosophy was a robust 
individualism; but his books are still very readable and their 
practical common sense is as obvious as ever. He was denounced 
by the Socialists of liis time, yet he was no laissez-faire obscuran- 
tist. He was a Scot who had had to make his own way in the 
world, the eldest of eleven children brought up in comfortable 
but simple surroundings in Haddington. He had tried, without 
notable success, to earn a living as a doctor and as an editor. 
Later he found a comfortable competence in secretarial posts 
with railway companies. He became interested in friendly 
societies and in various progressive movements — the abolition 
of the Corn Laws, free education, public libraries, the extension 
of the franchise — but until well on in his middle years there 
was nothing to suggest that he would achieve more than local 
esteem as an eminently respectable citizen. Then in 1859 he 
persuaded a rather reluctant publisher to publish an expanded 
version of some lectures he had given to working-class audiences. 
Within a short time this book, Self-Help^ became one of the 
world’s best sellers. Before his death about a quarter of a 
million copies of the book had been sold in Britain and in- 
numerable foreign editions had been published. 

His popularity was won on his merits. Not only did he believe 
profoundly in his thesis, but he had a clear style and his simple 
but forceful illustrations of what could be achieved by self-help 
were well suited to propagate his views among the middle-class 
households from which came his principal readers. His Lives of 
the Engineers and other works were also widely read, but it was 
the treatises of a homiletic character which brought him his 
fame. 

The book on Thrift published in 1875 was, he tells us, an 
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expansion of an article he had written in the Qtuirterfy Review in 
i860 on ‘Workmen’s Earnings and Savings’. Hearing from a 
correspondent that the article had induced him to initiate many 
working people into the practice of thrift, he consulted Mr. 
Charles Sikes of Huddersfield about producing a book on the 
subject. Sikes naturally gave him every help and encourage- 
ment and indeed Smiles was the obvious person to undertake 
such a work. Such progress as was made in thrift propaganda 
and practice in the last quarter of the nineteenth century owed 
not a little to Samuel Smiles. 

‘The end of all reform’, he wrote, ‘is the improvement of the 
individual. Everything that is wrong in society results from that 
which is wrong in the individual; when men are bad, society is 
bad.’ There is very little that has been said in favour of thrift 
in the last fifty years which will not be found in Dr. Smiles’s 
book. As for the practice of thrift at the time he wrote, it is 
clear from the evidence he quotes that the saving habit had 
reached very few of the families of unskilled labourers and only 
a small proportion of the artisan class. Wages were small by 
modem standards, but, as Smiles took pains to point out, 
‘Many of the working classes are in receipt of incomes consider- 
ably larger than those of professional men.’ Families employed 
in the cotton trade were able to earn over ^3 a week, according 
to the number of children employed. Operatives in the woollen 
trade earned £2 or so, mechanics 35 to 405., colliers sometimes 
or £5, and iron workers up to 10 guineas a week. Compared 
with the country curate, these families were well off, yet few of 
them saved. ‘Extravagance is the pervading sin of modern 
society.’ Its most devastating manifestation was to be seen in 
the prevalence of drunkenness. Many men, he alleged, spent 
a third, others a half, of their income on drink. One week they 
were earning good wages, the next forced to seek poor relief. 
But other forms of extravagance, living beyond one’s means 
(‘keeping up appearances is one of the greatest social evils of 
the age’), leading to debt, squalor, and misery are equally de- 
nounced. 

Undoubtedly the scope for thrift and particularly for thrift 
education in the seventies and eighties was immense. The 
savings banks had only touched the fringe of the problem. Still, 
the facilities were now there — almost everywhere since the 
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advent of the Post Office Savings Bank. Smiles quotes Edward 
Denison, M.P., the pioneer of social work in London. ^Saving 
is within reach of nearly every man, even if quite at the bottom 
of the tree; but if it were of anything like common appearance, 
the destitution and disease of this city would be kept within quite 
manageable limits. And this will take place . . . within two 
generations.’ Like Dr. Duncan, these stalwarts of the second 
half of the nineteenth century saw society being transformed by 
the gospel of self-help. 

Dr. Smiles found that thrift was practised more in some parts 
of the country than others and was puzzled that the level of 
wages had no apparent influence on the habit of saving. 

‘Previous lo the era of Post Office Savings Banks, the inhabitants 
of Wilts, and Dorset — where wages are about the lowest in England 
— deposited more money in the Savings Banks, per head of popula- 
tion, than they did in Lancashire and Yorkshire, where wages are 
about the highest in England. Taking Yorkshire itself and dividing 
it into manufacturing and agricultural, the manufacturing inhabi- 
tants of the West Riding of York invested about twenty-five shillings 
per head of the population in the Savings Banks; whilst the agricul- 
tural population of the East Riding invested about three times that 
amount.* 

One Lancashire town, Preston, where there was a particularly 
active Trustee Savings Bank, was singled out for special honour- 
able mention. 

‘The inhabitants of Preston have exhibited a strong disposition 
to save their earnings during the last few years — more especially 
since the conclusion of the last great strike. There is no town in 
England, excepting perhaps Huddersfield, where the people have 
proved themselves so provident and so thrifty. Fifty years ago, only 
one person in thirty of the population of Preston deposited money in 
the Savings Bank ; twenty years ago, the depositors increased to one 

in eleven ; and last year they had increased to one in five In 1874, 

four hundred and seventy-two thousand pounds had been accumu- 
lated by 14,792 depositors, out of a total population of 85,428. Is 
there any other town or city that can show a more satisfactory result 
of the teaching, the experience and the prosperity of the last twenty 
years?’ 

No doubt attempts to compare the savings of one place or 
one class with another were often as misleading in Smilcs’s 
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times as to-day. Nor Can we say that modem studies of the 
propensity to save have resolved all the doubts which perplexed 
the author of Self-Help, But in modern times, when in some 
districts one in two or three of the population have savings bank 
accounts, we see that Smiles’s emphasis on thrift education and 
ample facilities for the practice of thrift were sound. 

Dr. Smiles provides evidence about the types of depositors 
who were in those days the chief patrons of the savings banks. 
The most numerous class of depositors in the Manchester and 
Salford Savings Bank was still that of domestic servants. After 
them rank clerks, shopmen, porters, and minors. Only about a 
third of the deposits belonged to operatives, artisans, and 
mechanics. Domestic servants also came first in the Post Office 
Savings Bank; next, women, married and single; next, persons 
of ‘no occupation’ or ‘occupation not given’; next, artisans and, 
after them, labourers, minors, tradesmen, soldiers and sailors, 
clerks, milliners and dressmakers, professional men, and public 
officials, in that order. 

There is other evidence in support of that collected by Dr. 
Smiles that patronage of the savings banks was not confined to 
any one section of the community but was particularly marked 
in the case of artisans and domestic servants. The last analysis of 
new accounts published in the Annual Reports of the Glasgow 
Savings Bank is in the Report of 1859. The 11,311 new accounts 
opened during the year are there classified. The percentage 
works out as follows: 



Per cent. 

Mechanics .... 

32 

Clerks and warehousemen 

13 

Servants ..... 

. . . II 

Factory operatives, sewers, &c. 

8 J 

Labourers ..... 

7 i 

Professional .... 

li 

Shopkeepers, &c. 

4 

Children ..... 

II 

Householders — ^landladies 

3 i 

Miscellaneous .... 

. 8 


100 

The Aberdeen Savings Bank has 

a similar analysis of new 

accounts for every year from 1845. 

The classification is on 

rather different lines, but there is a 

close general resemblance 
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between the Aberdeen proportions in 1880 and those in Glasgow 
twenty-one years earlier. 


Mechanics, artisans, &c. 

Black-coated and professional 

Fer cent, 
28^ 

9 

Servants ..... 

I 4 t 

Women workers .... 

4 

Labourers ..... 

4 i 

Seamen ..... 

4 

Agricultural .... 

5 

Shopkeepers, &c. 

. . . 5* 

Women not otherwise classified 

. . . 10 

Children ..... 

15 


In both banks the unskilled and semi-skilled are poorly 
represented. The savings bank was still mainly the bank of the 
skilled worker, the domestic servant, widows and children, and 
the small middle-class man and woman. The unskilled, so far 
as they saved at all, patronized the friendly or benefit society or 
trade union, which helped them to tide over short periods of 
sickness or unemployment by means of small weekly contribu- 
tions while in work. Slowly but surely, however, thrift was on 
the upgrade. Were the old savings banks, the pioneers of thrift, 
to take part in subsequent progress or were they gradually to 
hand over their work to the Post Office? 

The twenty years immediately following the establishment of 
die Post Oflicc Savings Bank had not proved fatal to the older 
system. The balances due to Trustee Savings Bank depositors in 
1861, including the small sum of about 89,000 in special 
investment departments, totalled 735,467. During the next 
five years this figure sank to ;^I^36,662,035, owing to the closing 
of many of the old banks. Taking the t rustee and Post Office 
figures together, the results of the early years of combined 
operations were disappointing. Those first five years to 1866 
only showed a gross increase of millions. Even allowing for 
the occurrence within this period of the crisis of 1866 and a 
reduction in the combined balances during that year of nearly 
£750>ot)o, there was nothing in the figures to suggest that Mr. 
Gladstone’s Act had greatly stimulated the practice of thrift. 
Even after ten years the total savings bank balances had only 
increased by 1,640,000 — little more than the million a year 
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of the old banks and much less than the rate of increase during 
the two years immediately before the Post Office entered the 
field. By 1870 the old banks had lost nearly ^(^3^ millions and 
the post offices had accumulated £15 millions. 

There is no doubt, however, that the number of depositors 
was growing and the savings bank pass-book was becoming 
familiar in many remote places where it had never previously 
penetrated. This had its effect and the results were more easily 
seen during the seventies. An increase of £26,353,000 between 
1870 and 1880 was more than double that of tlie previous 
decade. This is the more surprising since wage rates increased 
more rapidly during the sixties than the seventies. Presumably 
the tapping of new sources of saving was proving more produc- 
tive than the exploiting of the old. By the end of 1880 the 
combined balances were approaching £80 millions. Of this 
sum the Trustee Savings Banks claimed £45,983,106. This was 
about £4! millions more than the balances of twenty years 
before and included £2 millions of special investments. It is 
true that this increase was considerably less than would have 
been produced during the period by the addition of annual 
interest to the deposits. In only one year was more money 
received from depositors than was paid out. Yet, when it is 
remembered that 202 Trustee Banks, representing nearly £5 mil- 
lions of small savings, had closed during the period, and that 
since the nadir of 1866, when the first sharp impact of the 
new system had exhausted itself, their depositors had added 
£9,32 1 ,000 to their cash savings, the recovery must be accounted 
remarkable. I'he credit must be given, in the main, to a few 
of the larger Trustee Savings Banks and particularly to those in 
Scotland and the north of England. 

In some of the northern cities the modern T rustee Savings Bank 
was beginning to take shape. The competition of the Post Office 
Savings Bank was proving thoroughly beneficial by forcing the 
old banks to provide better facilities and a more efficient service. 
The seed planted by Dr. Duncan had developed, in the course 
of three-quarters of a century, into a considerable tree. The 
pruning of some of its weaker shoots had not diminished its girth 
and it had begun to throw out two new branches — the Special 
Investment Department and the Government Stock Depart- 
ment. The period between 1880 and 1886 continued the same 
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tendencies and by 20 November 1886 the depositors’ balances 
had reached £^o millions. Meanwhile, the Post Office Savings 
Bank had by the end of 1880 accumulated ;C33^744>637 and by 
1886 ;£^50,874,338. During the latter year, after its first twenty- 
five years of activity, its funds passed the combined funds of the 
Trustee Savings Banks. It had fully justified the optimism of 
Mr. Gladstone and Mr. Sikes. 

The rapid development of the Post Office Savings Bank in 
the eighties owed much to the energy and enterprise of Mr. 
Fawcett, one of the greatest of Postmasters-General. Great 
activity was shown in extending its sendees to small and remote 
villages. 'I’he postage-stamp system of deposit, which has 
enabled so many children to open savings bank accounts, was 
started at this time and resulted in an addition of 220,000 to the 
number of depositors in six months. Moreover, Mr. Fawcett 
succeeded in developing the government annuity and insurance 
business. The Government Annuities Act of 1882 continued 
the process of encouraging this type of business, which had 
begun in a tentative way in 1864, and linked it more closely 
with the Post Office. Between 1865 and 1884, 13,402 ordinary 
life annuities and 978 deferred annuities had been negotiated 
through the Post Office. The life insurance business had not 
flourished as much as had been expected. Only 7,064 policies 
had been issued, a yearly average of 372. By the new Act the 
annuity limit was raised from a year to £100. Contracts 
would be accepted for payment at a specified age or sooner in 
the event of death. Ordinary life assurance within a limit of 
;£‘ioo could still be obtained through the Post Office (but not 
through the Trustee Banks) by those between the ages of 8 and 
65. Annuity business responded to this encouragement. In 
1896, 2,208 post office annuities were issued as against 770 in 
1883. Life insurances for the former year were 1,223 number 
as against 256 in 1883. The growth of the Post Office in all its 
many activities was still front-page news. 

It is little wonder that some of the smaller and less active 
savings banks in towns and villages and even in the Metropolis, 
which were open only a few hours a week, saw no point in 
carrying on their work. They were quite willing to give way to 
the great and progressive state machine with which they saw no 
chance of successfully competing. Yet the actual closings of the 
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old banks between 1880 and 1886 were not on the scale of the 
previous twenty years. Thirty-eight of the forty-eight trustee 
banks which closed during these seven years had less than 
£25,000 of funds apiece; ten of them were in Ireland. The only 
bank among them of any size 
to close was Southwark Sav- 
ings Bank, whose balances just 
exceeded £200,000. The other 
small banks were scattered over 
the country, Staffordshire and 
Hampshire again showing a 
disposition to leave the Post 
Office a clear field. 

The general picture in 1887 
was that 400 of the 622 Trus- 
tee Savings Banks still sur- 
vived. Savings bank deposits 
had for the first lime reached 
£100 millions, of which rather 
more than half was in the Post 
Office Savings Bank. They 
had doubled in eighteen years', 
thanks largely to the great in- 
crease in savings bank offices 
provided through the machi- 
nery of the Post Office. 

If the future of the Post 
Office Savings Bank was by 
this time fully assured, the out- 
look for the Trustee Savings 

Banks was a good deal less gloomy than it had been a generation 
before. Things seemed to be stabilizing themselves. It was fairly 
obvious that some of the 400 remaining independent savings 
banks were not likely to survive indefinitely. But the best of 
them were so good that their position seemed impregnable. It 
was, in fact, already clear that a local savings bank which was 
prepared to pursue a progressive policy could more than hold 
its own with a Centralized state institution. In Glasgow, for 
instance, the Post Office Savings Bank, with seventy offices, 
showed an increase of £74,000 in the first twenty-seven years; 
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the Glasgow Savings Bank during the same period, with seven 
branches, showed an increase of ^^3, 887, 000. The Manchester 
and Salford Savings Bank had increased by 1,424, 000, whilst 
post offices in the Manchester area had accumulated ;{^8oo,ooo. 
Liverpool Savings Bank showed an increase of 
between 1861 and 1887 and the post offices in the same area had 
by the latter year accumulated about half a million of deposits. 
On the other hand, the progress of other Trustee Banks, such as 
those in the London area, had been visibly affected by the advent 
of this new competitor and were not doing more than holding 
their own; some of the local banks which did not offer full 
facilities were losing ground. 

There was nothing to suggest that the Trustee Savings Bank 
Movement was on the eve of another crisis — in some respects 
the greatest of its long history. Many of the trustees and 
actuaries must have been aware that serious weaknesses had 
not been altogether eliminated by the 1863 Act. The suggestion 
which some of the banks had put forward to the Select Commit- 
tee of 1858 — that a system of inspection should be introduced — 
had not been adopted and the standard of book-keeping and 
administration was not always high. Nor were all the trustees 
and managers equally attentive to their duties or even aware of 
their liability should they neglect certain essential safeguards of 
good management. A movement is apt to be judged by its 
weakest members and so it was that, after struggling gamely 
to its feet again during the seventies and early eighties, it 
nearly received a knock-out blow in 1886 from an unexpected 
quarter. 

Mr. R. E. Williams, the actuary of the Cardiff Savings Bank, 
died early tliat year. In April it was discovered that by a series 
of crude frauds, extending probably over twenty years, he had 
embezzled over ^(^30,000. The balance due to depositors 
amounted to about ^(^200,000 and it was at once clear that 
nothing could save the bank. The real point at issue was how 
far the trustees and managers, many of whom were men of 
influence in Cardiff and South Wales, were liable to make good 
the loss. The 1863 Act had restored a measure of personal 
liability, but only where the trustees and managers had them- 
selves received money and failed to pay it over or had neglected 
to enforce certain specified essentials of sound administration. 
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The situation in Cardiff was complicated by the fact that 
sums equivalent to more than half the deficiency had been 
deposited in an irregular manner, for example, outside the 
normal hours or place of business or in excess of the statutory 
limits of deposit. The local Committee of Management began 
quite properly by appointing a chartered accountant to investi- 
gate the frauds and take control of the situation. His first task 
was to sort out the amount of the ‘irregular deposits’ from the 
others. It was clear that the funds were sufficient to pay the 
regular depositors in full, but that this would leave little to 
satisfy those depositors who, knowingly or innocently, had 
infringed the law. It was a delicate and difficult situation and 
the Committee, which included a number of solicitors, pro- 
ceeded to bungle matters in no half-hearted manner. Acting in 
opposition to the advice they had obtained from Counsel, they 
decided to invite the ‘regular depositors’ to accept 17J. 6rf. in 
the as a final discharge of their claim and made a similar 
offer of 17J. to the ‘irregular’ depositors. Many accepted, but 
others began to ask very pertinent questions about the personal 
liability of the trustees and their right to refuse claims for 
payment in full. It transpired too that some members of the 
Committee had themselves been irregular depositors. Undoub- 
tedly the trustees and managers knew full well by this time that 
they had not complied with the law and that they would make 
a sorry show in a court of law. The whole concern of most of 
them seemed to be to hush up any question of personal liability 
and to persuade the depositors that it was in their interests to 
accept a final settlement on the basis of the offer and not 
waste money in legal proceedings. Some depositors appealed 
quite properly to the Registrar of Friendly Societies, who since 
1876 had taken over the functions of arbiter in savings bank 
disputes from the Savings Banks Barrister and who duly made 
award for payment in full. The Cardiff trustees ignored these 
findings. 

What had started as an unpleasant local scandal now 
developed into a public issue. Trustees and managers of savings 
banks all over the country began to look into their own positions. 
Had they done all that was essential to avoid personal liability? 
Was it worth their efforts to support a local savings bank with 
this sword of Damocles suspended over their heads? It is not 



238 Progress and Setbacks^ 1875-88 

surprising that their answers to these questions varied in dif- 
ferent places. Some trustees had stout hearts, others cold feet. 

As for Cardiff, obviously the Government would have to take 
notice of the situation. Equally clearly the action it would take 
was likely to be unfavourable to the Trustee Savings Bank 
system. We have seen that in previous crises some measure of 
consultation between the banks had taken place and combined 
action had often been effective. But, so soon as the crises passed, 
the informal machinery for consultation had been allowed to 
disintegrate. A certain amount of sporadic correspondence 
between actuaries continued to take place, the larger Scottish 
banks in particular endeavouring to pursue a common policy. 
In 1876 a Yorkshire Association of Savings Banks had been 
formed, but in 1886 there was no national organization to 
consider the Cardiff situation nor was Mr. Boodle any longer 
there to organize deputations and convene meetings. 

Fortunately, a trustee of the Manchester and Salford Savings 
Bank saw at once what was needed. The Cardiff frauds had 
come to light on 23 April 1886. On 7 May the following was 
minuted by the Manchester Committee of Management: 

‘A conversation followed consequent upon the failure of the 
Cardiff Savings Bank and the effect it might have on Savings Banks 
generally. Mr. Joynson, Deputy Chairman, suggested an associa- 
tion of Trustee Banks should be formed to take into consideration 
the position of Trustee Banks and that it ought to form a Committee 
to offer suggestions as to management and a proper system of checks 
being carried out in all banks now under the management of 
Trustees.’ 

The actuary, Mr. Louis Andrews, was instructed to get into 
touch with the other banks. The response was fairly satisfac- 
tory, but among the savings banks which refused to associate 
on die lines suggested was the St. Martin’s Place Bank, the 
leader of co-operation thirty years before, which had unac- 
countably lost the inspiration of its early years and no longer 
even held pride of place in size and influence among the English 
banks. By the middle of July the Manchester trustees were suffi- 
ciently encouraged to send out over 400 circulars toother Trustee 
Banks and to ask Mr. Joynson, with three of his colleagues, 
to prepare a scheme. The first circular met with poor response 
and it was not until a second circular was sent out in November 
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that the Manchester trustees felt they had sufficient encourage- 
ment to take the next step. Even then, only forty-two banks, 
not much more than a tenth of the total, were definitely 
favourable; but this minority represented ;^i4,772,ooo, or 
nearly a third of the funds and included many of the leading 
banks. Sixty-five banks, representing a similar amount, were 
unfavourable, and nineteen were undecided. Two hundred and 
eighty-two did not even trouble to reply. 

A meeting was held in Manchester on 24 February 1887, 
attended by representatives of twenty-six Trustee Savings Banks. 
Mr. James Jardine of Manchester presided and the resolution 
forming the Association was duly passed. The object of the 
Association was declared to be ‘to watch over and protect the 
interests of Savings Bank depositors; and to provide the means 
of affording the help of advice and co-operation in matters of 
a general character in which Savings Banks or their depositors 
may be interested*. The constitution, which had been drafted 
by the Manchester trustees, was soon settled and a Council 
of Management formed consisting of representatives from 
Glasgow, Edinburgh, Manchester, Liverpool, Hull, Leeds, 
Preston, Warrington, Bloomsbury, Devonport, Belpcr, Gt. 
Yarmouth, Leigh, and Kirkham. The actuaries of Glasgow, 
Manchester, and Liverpool were appointed joiiit honorary 
secretaries; the actuary of Bloomsbury, honorary treasurer. 
The following month Mr. Edward Brabrook, a son of the 
Assistant Registrar of Friendly Societies, was appointed secre- 
tary. So was born an Association which in succeeding years was 
to take a prominent and growing part in framing the policy of 
the Trustee Savings Bfuiks. Though it only slowly won general 
support, the banks began from this time to consider more 
regularly the interests and development of the movement as a 
whole in addition to their own local problems. 

There was plenty for the newly-formed Association to do. 
Already a question had been asked in Parliament about the 
Cardiff bank. Mr. George Howell, the Member for North-east 
Bethnal Green, was a useful and able Member, noted for his 
activity in ferreting out any weak points in the legislation 
affecting the working classes. He had come to the conclusion 
that Trustee Savings Banks were insecure and consequently a 
menace to their depositors. On 14 February he asked a question 
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about the extent of the Cardiff frauds and the use of the phrase 
‘Government security’ in connexion with Trustee Savings Banks; 
he suggested that a greater measure of personal liability should 
be thrown on trustees and asked for an official inquiry. Mr. 
W. H. Smith, tlae First Lord of the Treasury, attempted to put 
him off with an assurance that the Government would consider 
what further precautions could be taken ; he pointedly stressed 
the absolute security of the Post Office Savings Bank and 
refused an official inquiry. But George Howell continued to 
ask questions during the following months and by July the 
Government, while declining to appoint a Royal Commission, 
had promised to introduce legislation. 

It was soon obvious that it was going to be extremely difficult 
to secure agreement among the Trustee Banks themselves; they 
differed so considerably in size, methods, and outlook that they 
were divided as to the best way to put their house in order. 
Mr. Meikle of Glasgow, whose memory was longer than most 
and who maintained without challenge his position as elder 
statesman of the movement, was in favour of approaching the 
Government to see if they would extend to the Trustee Banks the 
guarantee of the State and, if so, on what conditions. Preserva- 
tion of the local character of the banks was essential; the appoint- 
ment of inspectors had been agreed upon in principle for thirty 
years and Mr. Meikle w^as prepared to go so far as to agree to 
the appointment by the Government of local trustees and the fix- 
ing by the State of the security to be given by the officers. The 
majority of those present at the Association Meeting were not, 
however, prepared to approach the Government at all at this 
stage. Eventually it was agreed to circularize all banks to find 
out how business was transacted in the different localities and 
then to frame certain general recommendations for the informa- 
tion of trustees. All this took time. The names of the local 
trustees were not known to the Association or available from any 
central source and had to be obtained by getting a Member of 
Parliament to move for a return. Eventually, in February 1888, 
the circular was sent out. It set out tlxe statutory provisions in- 
tended to safeguard depositors and those affecting the liability 
of trustees. The absolute necessity of arranging for the double 
check, comparing pass-books with ledgers, providing an ex- 
tracted list of depositors’ balances, and holding meetings was 
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strongly emphasized. The importance of defining auditors’ 
duties was stressed. Hours of business must be well known and 
rigidly adhered to. Above all, ‘Savings Banks must adapt 
themselves to the altered circumstances of the day and move 
with the times’. 

‘It is desirable that the hours during which the business of Savings 
Banks may be carried on should be extended as much as possible. 
So long as a bank, large or small, is maintained in a state of thorough 
efficiency and is available to the public at reasonable and convenient 
hours, it is serving a useful purpose; but if from any cause there be a 
falling off in the interest of its Managers and consequent decrease in 
its efficiency, so far from promoting the cause of thrift it will become 
a positive hindrance to the practice of that virtue.’ 

In other words, th^re was nothing wrong with the Acts and 
Regulations. What was wrong was the inattention to the Acts 
and Regulations and the stick-in-the-mud methods of some of 
the old banks. ‘The Council feel that the Act of 1863, on the 
requirements of which their suggestions are framed, amply 
provides for due efficiency if it be carried out strictly and with 
an intelligent appreciation of its provisions.’ 

Such sound advice must have had a salutary effect. But it 
could not of itself undo the harm which the Cardiff scandal had 
caused. The blast from the Cardiff bombshell had already laid 
waste many Trustee Banks on both sides of the Bristol Channel 
and had been felt as far afield as Yorkshire and Kent. Three 
more London banks closed in 1888 and many others in England 
and Wales were considering similar action. The biggest loss 
was the Bristol Savings Bank, which had over half a million of 
funds and was financially in a very sound condition. The city 
was near to Cardiff and the trustees were frankly scared. Bristol 
had suffered one calamity a few years before with the closing of 
the West of England Bank soon after the City of Glasgow Bank 
failure and now the savings bank trustees took the line of least 
resistance and abdicjited in favour of the Post Office Savings 
Bank. The movement had been shaken to its foundations. 

Nor had the Trustee Banks many friends at court. Sir 
Alexander Spearman, however critical he might have been at 
times, was recognized to have been a good friend of the old banks, 
as was Mr. Tidd Pratt, the former Savings Banks Barrister. 
Sir Charles Rivers Wilson, the new Comptroller-General of the 

R 
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National Debt Office, had not shown the same sympathy and 
was thought to be unfriendly. This view seemed to be confirmed 
when he disallowed a bank’s contribution to the new Association 
as not a ‘necessary expense’. This unprecedented intervention 
of the Commissioners in a matter of internal management 
caused a mild storm. The banks continued to pay their contri- 
butions, fortified by Counsel’s opinion that the Debt Commis- 
sioners were acting ultra vires and the authorities wisely allowed 
the matter to drop, but it was a discouraging sign. As for Mr. 
Ludlow, the new Registrar of Friendly Societies, he was known 
to be of the opinion that the Post Office system might well 
supersede the older trustee system. 

The Government was, meanwhile, showing its hand. During 
the summer of 1887 it hurried through both Houses the short 
Bill, which Mr. Howell’s persistence had secured, giving the 
Treasury powers to apply to a Judge of the High Court for the 
appointment of a Commissioner to hold an inquiry into the 
affairs of a Trustee Savings Bank and clearing up the legal 
position when a bank had to be wound up. A Commissioner 
was at once appointed to investigate the state of affairs at 
Cardiff. Neither the Trustee Banks nor their Association took 
any exception to this legislation, which was the least that could 
be expected. 

It was otherwise with the Post Office Savings Bank and 
Government Annuities Bill introduced in August 1887. The 
old banks were staggered to find that the Government proposed 
to extend the limit of deposit to Post Office but not to Trustee 
Savings Bank depositors and to give the Post Office Savings Bank 
other exclusive privileges, including the right of their depositors 
to buy smaller holdings of government stock — down to £2. los. 
as compared with the £10 minimum of Trustee Banks. 

The new Association acted quickly and effectively. Mr. 
Goschen, the Chancellor of the Exchequer, admitted that he 
was impressed with the arguments of the ‘very large and 
influential deputation’ which came to see him at the Treasury. 
As it happened, the modest proposal to extend the annual limit 
of deposit from £^o to 3^50 had already roused opposition from 
the joint-stock banks. It was late in the session and Mr. 
Goschen saw that if he persisted he would be faced with opposi- 
tion from many quarters. He therefore gave way and withdrew 
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from the Bill the proposed extension of the annual limit of 
deposit. Whilst regretting the opposition of the joint-stock 
banks, he and other government speakers seemed to blame the 
Trustee Banks for the withdrawal of this concession. There was 
no justification for such a criticism, as the representatives of the 
banks had made it abundantly clear that they were in favour of 
increased limits of deposit provided that no invidious distinc- 
tions were made between the old savings banks and the Post 
Office. The Government was not prepared to extend the limit 
to Trustee Savings Banks, but they did agree to make the other 
privileges conferred by the Act apply to both types of savings 
banks. This was the main point for which the deputation had 
contended. 

Mr. Howell was still taking every occasion to criticize the 
Trustee Banks, but there were other Members who spoke 
warmly for them, and Mr. Raikes, the Postmaster-General, 
thought the arguments of the deputation were reasonable. Mr. 
Bartley of the National Penny Bank deserves the credit for the 
introduction of the clause relating to small stock holdings, about 
which he had memorialized his fellow Members. He criticized 
the bankers for their short-sighted opposition, pointing out that 
many of tliose who had banking accounts began in a modest 
way in the savings bank. Among the Members who expressed 
regret at the Government’s decision to give way on the question 
of limits of deposit and criticized the argument that Trustee 
Savings Banks should be treated on a basis of equality was the 
Rt. Hon. G. J. Shaw Lefevre, the Member for Central Bradford, 
who was shortly to take a leading part in deciding the immediate 
future of the savings bank movement. 

One of the few arguments against equality of treatment for 
the Trustee and Post Office Savings Banks was the continued 
existence of a higher rate of interest to depositors in the Trustee 
Banks. The State was still paying trustees 3 per cent, and 
trustees were in most cases paying depositors 2f per cent. But 
Consols were steadily rising in value and, in the early summer 
of 1888, Mr. Goschen was able to convert ^{^40,000, 000 of the 
National Debt from a 3 to a 2i per cent, basis. This was in those 
days regarded as a stupendous operation. Mr. Goschen, like 
Lord Althorp and Mr. Goulbum earlier in the centiuy, was 
fortified by the knowledge that he could use savings bank 
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moneys in possession of the Treasury to pay off dissentients. 
The conversion was completely successful and the new interest 
level affected many things, including the price of government 
annuities. A National Debt (Supplemental) Bill was accordingly 
introduced in May and quickly passed into law. This Bill con- 
tained a clause reducing the rate of interest payable to the 
trustees of savings banks to 2| per cent, and the maximum rate 
payable to depositors to 2\ per cent. No objection could 
possibly be taken to this reduction, for obviously the Govern- 
ment could not continue to pay trustees 3 per cent, now that 
the main securities in which the Savings Bank Fund were 
invested were on a 2| per cent, basis. The Trustee Banks had 
enjoyed a higher rate than the Post Office during twenty-seven 
important years, but in this new crisis they would have to show 
that they could continue to hold their own on level terms. The 
advantage was, in fact, now on the other side, for Mr. Goschen 
stated in Parliament that the cost of the Post Office Savings 
Bank, including both interest and management, worked out at 
£2. i8j. per cent., whereas the Trustee Savings Banks now 
received a maximum of £2. 15s. He was asked if he proposed 
to reduce the Post Office rate to £2, 5J. He said that no 
reduction would be made that year but ‘some step in the direc- 
tion indicated could not be long delayed*. In this he was a 
false prophet, for the rate has remained unchanged since 1888, 
whether interest rates on government securities have been high 
or low. Two and a half per cent, has become associated in the 
public mind with savings bank deposits. 

The margin of 55. per cent, left to the trustees for manage- 
ment was low enough. It was a definite discouragement to 
independent savings banks in London and other cities, where 
costs were high. Moreover, it tended to prevent or at least 
impede the much needed improvement in the salaries and 
status of the paid officers of the banks. Much of the inefficiency, 
the poor service to depositors and the cheese-paring methods of 
the past had been due to lack of adequate funds for management. 
Many of the frauds had been largely due to the poor salaries 
paid to the cashiers. The position was worsened rather than 
improved by the 1 888 Act, but the banks had to wait many years 
before an extra half-crown per cent, was allowed to them. 

In the midst of these discouragements Mr. Lyulph Stanley, 
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the Commissioner in the Cardiff inquiry, submitted his Report. 
His exposure of the laxity of administration and frequent 
breaches of law by the trustees, managers, and officers was only 
to be expected. His opinion that Trustee Savings Banks should 
not be allowed to use the word ‘Government’ in their title was 
generally approved. But the Government now had to consider 
whether to accept his general conclusions on the savings bank 
system: 

(1) It was impossible to rely permanently on the unpaid super- 
vision of Trustees and Managers and 

(2) that there ‘was no reason why, now that the Post Office 
Savings Bank existed, the Nation should pay an additional subsidy 
to these private banks where the depositor has less security than in 
the banks now established by the Nation itself’. 

Mr. Howell now had more than enough evidence to justify 
him in raising the whole matter before Parliament. Further 
defalcations were reported at Sevenoaks. Mr. Howell gave 
notice of motion and obtained leave to move his Resolution on 
I June 1888. 



Chupter XIV 

THE SELECT COMMITTEE OF 1888-9 AND 
THE 1891 ACT 

O N I June 1888 Mr. George Howell, M.P., moved his 
I Resolution in the House of Commons. It was in the 
^ following terms : 

‘That, in the opinion of this House, the relationship subsisting 
between Trustee Savings Banks and the State is unsatisfactory and 
ought to be revised; that Trustees and Managers should be re- 
strained from using the words “Government Security”, “Govern- 
ment Savings Bank”, or other words implying more than the law 
rightfully authorises in connection with such Banks, the use of 
which is calculated to deceive depositors, create a false impression of 
security, and damage the cause of thrift; and that the Trustees and 
Managers of such Banks should, as formerly, be made responsible 
for the safe custody of the deposits committed to their care in con- 
nection with such Trustee Banks.* 

In anticipation of a violent attack on the Trustee Savings 
Banks, the new Trustee Savings Banks Association had urged the 
banks to get into touch with their local Members of Parliament 
and, while making it clear that they had no desire to stifle inquiry 
or to oppose legislation designed to improve the usefulness and 
efficiency of the banks, urge that the trustee system, which 
blended private management with state supervision, had 
definite advantages over a purely state-controlled institution 
and ought to be retained. The system should not be judged on 
the defects of a single bank at Cardiff. The Act of 1863 con- 
tained sufficient provision to protect depositors if it were ob- 
served. It imposed on trustees liability for neglect of duty and 
it was unreasonable to saddle honorary trustees and managers 
with an unlimited liability which had been largely abandoned 
in regard to commercial undertakings. As for the use of the 
words ‘Government security’, it was agreed that the proper 
description of a Trustee Bank was a ‘Savings Bank certified under 
the Act of 1863’. 

It seems that very few banks were actually using the phrase 
‘Government security’ or implying a government guarantee; 
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but in Scotland the savings banks which had come under the 
Trustee Savings Bank system after the passing of the Act of 1835 
had wished to distinguish themselves from the other Scottish 
savings banks, which still remained under the Act of 1819, and 
had generally adopted the name of ‘National Security Savings 
Bank’. The use of similar names had spread to some Trustee 
Banks in England, Wales, and Ireland. 

Mr. Howell’s speech was far more moderate than had been 
expected. He gave a fair account of the history of the old banks, 
drawing special attention to the big frauds (admittedly few in 
number) which had occurred during their long history and par- 
ticularly to the disclosures made in the Cardiffinquiry . He agreed 
that many of the banks were well conducted and doing useful 
work, mentioning especially those at Glasgow, Liverpool, and 
Hull. He was not even unduly critical (as Joseph Hume would 
have been) in drawing attention to the fact that the banks had 
been run at a loss to the State. The loss last year was 3^^13,746. 
‘But, with a rich nation like this, the sum of £ 1 0,000 a year would 
not be grudged if necessary for developing thrift in tlxis country.* 
His main concern was to secure remedial legislation to prevent 
the recurrence of failures and defalcations, which were a perfect 
scandal. He reaffirmed the suggestions contained in his Resolu- 
tion, particularly emphasizing his view that trustees and 
managers should be absolutely responsible for the due perfor- 
mance of their duties, like other trustees. 

Fortunately for the banks, the task of replying to Mr. Howell 
had been entrusted, at the suggestion of the Hull Savings Bank, 
to Sir Albert Rollit, the Member for North Islington, who was 
a trustee of the Hull and Finsbury Savings Banks. No better 
choice could have been made. He took up with effortless 
enthusiasm the task which Sir Henry Willoughby had laid down 
over a generation before. His able and conciliatory speech on 
this occasion may be said to have established him as the chief 
friend and supporter of the Trustee Savings Banks in Parliament 
for the next thirty years. In the course of an active career he 
occupied many prominent posts including those of Lord Mayor 
of Hull, President of the Law Society, President of the Associa- 
tion of Chambers of Commerce and of the Municipal Corpora- 
tions Association; but, from this time onward, his greatest 
interest lay in the savings bank movement and he probably did 
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more than anyone to guide it safely out of the crises of 1888 and 
1891 into the era of prosperity which started in the twentieth 
century. 

On the present occasion he accepted the whole of Mr. 
Howell’s motion except the last clause. The position of trustee 
of a savings bank was one of honour and responsibility and he 
asked the House to consider how much the country owed to 
these trustees and not to run the risk of getting rid of this 
benefit by making their position untenable. He thought the 
whole question might be referred to a Select Committee. 
Trustee Savings Banks supplied a national want and met the 
convenience of a large number of persons in a way the Post 
Office Savings Bank could not hope to do. Granted that there 
had been cases of gross mismanagement, yet the general position 
of the savings banks was satisfactory. There could be no objec- 
tion to an independent audit, to more frequent comparison of 
pass-books with ledgers. Nor could there be any objection to 
requiring security to be given by managers and clerks, or to 
government nomination of local trustees, provided local help 
and local interest were still maintained. Everyone wanted to 
get as much voluntary agency as possible. ‘When one found 
that voluntary agency had, as a general rule, proved so success- 
ful in connection with the savings banks, and the trustees were 
willing to incur great liability and even to suffer by incurring 
it, I do not think Parliament ought to discourage them, but, on 
the contrary, should offer them every encouragement it could.’ 

Mr. Bartley, who followed, pursued his own individual line. 
The smaller Trustee Banks should, he thought, be worked into 
the Post Office. It would, however, be a serious disaster if the 
larger Trustee Banks were to be allowed to lapse. They should 
be dissociated entirely from the State and conducted as com- 
panies under Board of Trade Regulations, investing their money 
in Consols or similar securities. In other words, they should 
follow the example of the National Penny Bank. 

The Chancellor of the Exchequer’s reply allayed the immedi- 
ate anxieties of ’ the friends of the old savings banks. Mr. Goschen 
could conceive of no greater disaster than that any blow might 
be struck at the confidence of the working classes in institutions 
like the T rustee Savings Banks. If one contemplated the propor- 
tion which the frauds which had taken place bore to the magni- 
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tude of the investments, he did not think it would be found to 
be greater than that of frauds occurring in other departments of 
business. It was impossible under any regulations to make 
certain that frauds would not take place ; no private bankers or 
limited liability companies had been able to avoid them. 

With regard to the deficiency in the Savings Banks Funds 
lodged with the Government, he did not think any blame or 
odium ought to be attached to the trustees of the banks. There 
was a very slight annual loss at present, owing to the fact of the 
funds being so high during the last few years, but, if the accumu- 
lated deficiency in Mr. Gladstone’s day had been calculated on 
the basis of present market prices, it would be far less. He did 
not dispute Sir John Lubbock’s estimate that it would be in the 
region of £ 120^000 instead of ;^3,50o,ooo. He agreed with Sir 
Albert Rollit that Mr. Howell’s proposal to make trustees 
absolutely liable went too far. ‘It is only the disasters with 
which the House of Commons and the public are acquainted; 
we see little of the considerable service and magnificent working 
of many of the larger institutions which have done so much 
credit to the country.’ Finally, Mr. Goschen promised that the 
Government would move for a Committee which would be 
empowered to inquire into every aspect of the question, except 
the rate of interest. 

The Select Committee promised by Mr. Goschen was 
appointed on 18 June. The Chairman was the Rt. Hon. G. J. 
Shaw Lefevre and, of the other sixteen members, Mr. Howell and 
Mr. Bartley were the two who were most interested and informed 
about the subject and consequently took the most active part in 
the examination of the witnesses which followed. Sir Albert 
Rollit’s name was not included, but a good many of the mem- 
bers of the Committee were sympathetic to the Trustee Banks 
and one of them, Mr. Whitley, the Member for the Edmonton 
Division of Liverpool, had already been useful to them on 
previous occasions. 

Evidence was taken between the end of June and 24 July, but 
the inquiry was not concluded by the end of the session in 
November and the Committee was reappointed the following 
March. The Report was not presented until 2 August 1889, 
after more than a year’s deliberations. 

The official witnesses were Sir Charles Rivers Wilson, the 
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Comptroller-General of the National Debt Office; his assistant, 
Mr. Taylor; Mr. Ludlow, the Chief Registrar of Friendly 
Societies; and Mr. E. W. Brabrook, Assistant Registrar, who 
later, as Sir Edward Brabrook, became an eminent and popular 
Chief Registrar. Of these Mr. Ludlow was frankly hostile to the 
old banks. He had been defied by the Cardiff trustees and had 
little contact with the banks except in cases of fraud and dispute. 
Consequently, he had littie use for them. Tf the security of the 
depositors is the only object to be considered, then I think that 
the whole business should be handed over as soon as possible to 
the Post Office Savings Bank.’ In an historical memorandum 
presented to the Committee Mr. Ludlow referred to the Post 
Office Savings Bank as ‘a system which seems destined to 
supplant altogether the Savings Bank system proper’. Mr. 
Brabrook, on the other hand, took a completely different 
attitude from his chief. 

‘It appears to me that the circumstances of any particular failure 
of a particular Bank are not such as to deprive the whole number of 
institutions of that kind of privilege which Parliament has deliber- 
ately granted to them and which they have on the whole well and 
wisely used. I am of opinion, moreover, that local management and 
local encouragement for institutions of this kind have in some re- 
spects advantages over central management and that, as they exist, 
it would be a great pity to determine their existence until some more 
solid ground for doing so has been presented.’ 

He pointed out that the few frauds which caused loss to deposi- 
tors had, until the Cardiff case, occurred between 1844 
1863, when trustees were immune from liability. Rather than 
confine the Trustee Banks still further, he would prefer giving 
them greater freedom from state control on the lines of the well- 
managed Mutual Savings Banks of America. 

Sir Charles Rivers Wilson was coldly non-committal. He 
would be sorry if the result of new legislation were to destroy 
some of the larger and excellent institutions which had done such 
very good service, but he thought tlie smaller banks should be 
encouraged to transfer to the Post Office. He had not hesitated to 
advise some of them to do so. More would close were it not for 
the vested interest of officials. As for the local trustees, they were 
no longer the county gendemen but ‘perhaps the local trades- 
men and include, in some cases, the local busybody’. He had 
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no wish that further powers of inspection, audit, or supervision 
should be placed in the hands of the Commissioners, as this 
would imply government responsibility without real control. 
He would prefer the Debt Commissioners to act purely as 
bankers. 

His most outspoken criticism was of Section 16 of the 1863 
Act, under which a number of the larger banks were now 
conducting special investment departments. This Section, he 
contended, was at variance with the spirit of savings bank 
legislation and, now that the 1880 Act had created facilities for 
purchase of government stock, the need for it no longer existed. 
He was clearly nervous about the growth of these special 
investment departments, over which the Debt Commissioners 
had no control and which were, in some banks, growing at the 
expense of the government department. This was a criticism 
which the banks had hardly expected, as there had been no 
special investment department at Cardiff, nor had there been 
any losses or disputes in connexion with these departments. But 
the future of special investments had now been brought to the 
forefront of the inquiry and was to bulk largely in the future 
proceedings. 

The Trustee Savings Banks Association had left the presenta- 
tion of evidence on behalf of the banks in the hands of the 
honorary secretaries, Thomas Banner Newton, Louis Andrews, 
and William Meikle, the actuaries of Liverpool, Manchester, 
and Glasgow. Mr. Newton, who was recognized as the ablest 
of the English actuaries at the time, was able to give the Com- 
mittee convincing proof that the Liverpool Savings Bank was 
well administered and doing fine work to the satisfaction of its 
85,000 depositors. T attribute’, he said, ‘a great deal of the 
success of thrift, especially in Liverpool, to the establishment of 
the Post Office Savings Bank, which affords a healthy competi- 
tion.’ He deprecated government inspection, but did not wish 
the Government to relinquish partial control of Trustee Savings 
Banks. He urged that every encouragement should be given to 
the banks’ own Association which, if recognized by the Govern- 
ment, might well work in harmony with the Treasury and 
National Debt Office in raising the level of administration and 
efficiency and might even send out auditors or inspectors for 
this purpose. 
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All this was an expression of the agreed policy of the Associa- 
tion, but some of his fellow actuaries took serious exception to 
Mr. Newton’s evidence on special investment departments. He 
informed the Committee that he was in favour of the repeal of 
Section 16, if Parliament would extend the limits for investment 
in government stock to £100^ year and 3(^1,000 in all. He went 
farther and told the Committee that he ‘would not like to have 
invested our money as other Banks have invested theirs’. This 
rather self-righteous declaration was understood to refer to the 
Bradford Bank, whose special investment department was 
nearly four times the size of the government department. When 
the Bradford Corporation had sought to reduce the interest on 
the loans made to them by the trustees, the trustees had refused 
to agree to a reduction and had invested the money largely in 
mortgage of property. Mr. Newton was doubtless right in 
thinking this unwise, but his suggestion that the investment 
department should be abolished was unfortunate. So strongly 
did the other banks resent this part of Mr. Newton’s evidence 
that he had to resign his office in the Savings Banks Association, 
which he had previously filled with such acceptance. 

Mr. Andrews of Manchester did not produce many new facts, 
but there was a hint that the Manchester Corporation would be 
willing to take over the local savings bank and that, if a satisfactory 
solution of the question of liability for loss could not be found, 
Iris trustees might prefer such a course to the alternative of 
complete state control. He admitted that his trustees would 
not have started a special investment department had the 1880 
Act been in existence at the time, but he did not suggest, like 
Mr. Newton, that Section t 6 should be withdrawn. 

There is no doubt that the ablest evidence came from old 
Mr. Meikle of Glasgow. With the prestige due not only to his 
position as actuary (for forty years) of the largest Trustee Savings 
Bank, but to his long experience and the fact that he was the 
only survivor of those who had given evidence before the Select 
Committee of 1858, he spoke with confidence and knowledge of 
the value of Trustee Savings Banks. Even Mr. Ho^vell, who had 
acted as a sort of counsel for the prosecution throughout the 
proceedings, could score no points against Mr. Meikle. It was 
Mr. Meikle’s last and perhaps greatest service to a movement to 
which he had devoted a long lifetime. Trustee Savings Banks, 
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he pointed out, flourished in Scotland, where they showed an 
increase since 1861 of millions at a time when the English 
Trustee Banks showed a decrease. This he attributed to the ‘less 
accommodating system’ in England. The Scottish success was 
due to the full facilities they gave to depositors, including daily 
openings, branches, encouragement of penny banks, and pay- 
ment on demand. The readiness with which they met the wants 
of the people gave tliem superiority over the Post Office. Their 
special investment department was reserved for the oldest and 
most exemplary depositors. The money was invested in local 
securities which yielded the bank a satisfactory profit and 
enabled local School Boards to borrow more cheaply than from 
the Public Works Loans Commissioners. 

Referring to the supposed loss to the State from the Savings 
Bank Fund, Mr. Meikle mentioned Mr. Gladstone’s and Sir 
Stafford Northcote’s tributes to the value of these funds to the 
State, far outweighing any loss which had from time to time 
been incurred. ‘Although there might be a trifle of loss occasion- 
ally, yet that loss is repaid to the State sevenfold in increased 
order and industry among the people and in the palpable 
diminution of the poor rates and other expenses connected with 
crime.’ 

Mr. Meikle put before the Committee the considered sugges- 
tions of the Glasgow trustees, which had been circulated to the 
leading savings banks. Forty of the fifty banks which had 
replied had approved tiiem. 

‘ I . There should be a scale of security for Savings Bank officers, 
combined with a “Fidelity Guarantee Fund”, raised by the Banks 
jointly or severally from contributions by the officers or from surplus 
funds. 

‘2. Improved audit arrangements, including requirement that 
auditors shall compare not less than ten per cent, of pass-books with 
the ledgers. 

‘3. An increase in limits of deposit to £50 a year and £300 in all, 
interest to run on after maximum is reached. 

‘4. Parliament to give powers of inspection to a board of persons 
experienced in the management of Savings Banks, such as the Chair- 
men or Actuaries of Banl^ with over ;£‘300,ooo of funds. This would 
be a statutory body independent of the Government and so not in- 
volving the Gk)vernment in further financial liability. It would be 
financed out of the interest on the Separate Surplus Account in the 
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hands of the Debt Commissioners^ which at present was not credited 
with interest. 

*5, Investments under Section 16 to be limited to Trustee Securi- 
ties and loans on security of the rates to authorities in the immediate 
locality of the Bank. Yearly accounts of Special Investment De- 
partments to be published and the statutory provisions regarding 
checks, audit, minutes, etc., to apply to these deposits in the same 
way as in the Ordinary Department.’ 

Many of these wise suggestions were subsequently adopted. 
Indeed, it may be said that experience has since shown that 
had they been adopted as they stood, the best features of the im- 
pending legislation would have been retained without the 
harmful restraints which had to be removed at a later date. 

The other witnesses did not carry the same guns. Mr. 
Bartley himself gave evidence of the history and working of the 
National Penny Bank and again aired his views as to the 
advantages of registering savings banks under the Companies 
Act. Alderman Rayment, a Hull trustee, denounced official- 
dom. Mr. West, actuary of Bloomsbury Savings Bank, had no 
use for small savings banks with under ^{^30,000 of deposits. A 
healthy corrective was given to the implication that small banks 
were, ipso facto, inefficient by the Rev. A. S. Page, a trustee of 
a small bank at Selsey in Gloucestershire, who showed how the 
simple and friendly advice given by trustees and managers in a 
small community often meant more to the small savers than the 
existence of official machinery for the safe custody of their money. 

Wlule the Select Committee was still sitting, another defalca- 
tion came to light. A junior clerk of the Macclesfield Saving 
Bank embezzled over £/^,ooo. Such an occurrence would 
normally have been regarded as a painful local incident soon 
to be forgotten. But the public attention now directed to such 
cases, together with some revelations at the trial of the default- 
ing clerk, convinced the Debt Commissioners that there was 
another case for an official inquiry under the 1887 Act. So for 
the second time a Commissioner was appointed to search for 
defects in the administration of a savings bank. There is no need 
to dwell on the details elicited by the inquiry. The trustees 
and managers had again been lax and there were two ‘sensa- 
tions’ which made good Press copy. One concerned the excellent 
dinner enjoyed by the trustees at the expense of the bank 
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after a brief annual meeting; the other the existence of a *dirty 
book* in which were recorded each year the undiscovered errors 
which had to be concealed in preparing the Annual Balance 
Sheet! 

It was, however, a sorry blow that at such a time this 
Commissioner (Mr. Harold Arthur Perry) should have had to 
write what could only be regarded as a kindly obituary notice 
of the old savings banks. 

‘Statistics seem to show that Trustee Savings Banks as a national 
institution are steadily decaying. Some 50 of them out of 350 have 
closed their doors within the last twelve months. It is impossible to 
avoid regretting this fact, as these banks have, on the whole, done 
good public service in the past and tended to give the upper classes 
in many districts an opportunity of furthering the welfare of their 
humbler neighbours. No purely official system, however practically 
convenient and however well and honestly administered, can display 
the kindly personal interest which has been fostered by well con- 
ducted Trustee Savings Banks.’ 

In all the circumstances, the Report of the Select Committee 
when it appeared in 1889 was as favourable to the Trustee Banks 
as could have been expected. Mr. Howell, it is true, had com- 
posed his own Report in a niore critical vein, but all the rest 
of the Committee approved the Chairman’s draft which was 
duly adopted, 

Tt is certain’, the Committee reported, ‘that in some large towns, 
where the Trustee Savings Banks have existed for many years and 
have gained the confidence of the people, there is a marked prefer- 
ence for those Banks over the Post Office Banks. It appears that 
there is room for both Trustee and Post Office Savings Banks and 
your Committee, while thinking it probable that many more of the 
smaller Trustee Banks may be merged in the Post Office, would 
regret the general disappearance of such Banks.’ 

Having thus decided that the trustee system should be allowed 
to continue, and after reviewing the evidence of weaknesses 
disclosed by the Cardiff and other frauds, the Committee was 
quite moderate in its other recommendations. If the provisions 
of the 1863 Act were carried out fully, carefully, and accurately, 
there would be little risk of loss through negligence or fraud. 
Arrangements for audit were, however, often unsatisfactory and 
the importance of a continuous audit including a comparison 
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with the ledger of a proportion of pass-books, as well as the 
cash-books and the extracted list of depositors’ balances, was 
emphasized. The Committee decided against a government 
audit, which would make the Government practically respon- 
sible to the depositors, and recommended that the trustees and 
managers should be expressly empowered and advised to form 
a perfectly independent board of audit, consisting of ‘six or 
seven persons of well-known position and responsibility who 
shall not be paid officers of Trustee Savings Banks’. This board 
of audit would appoint professional accountants locally to see 
that the Acts and Regulations were carried out. It should be 
financed by the banks, who should be authorized to apply part 
of their surplus funds for the purpose. It should also have 
power to move the Treasury to appoint a Commission under the 
1887 -^ct in suitable cases. 

This was the most important recommendation of the Com- 
mittee. It was generally on the lines advocated by Mr. Meikle. 
Unlike the rest of the recommendations, it was only approved 
by a single vote. Mr. Howell’s amendment, to rely on local 
chartered accountants or public auditors and to give the National 
Debt Commissioners greater powers of instituting examination 
into the affairs of a bank and, if necessary, closing it, received 
five votes to six for the Inspection Committee proposal. 

To the general relief of the banks, no recommendation was 
made with regard to Section 16 of the 1863 Act, the Committee 
merely emphasizing the heavy responsibility of trustees in under- 
taking such an extension of their duties. The only other expres- 
sions of opinion of importance were that depositors should be 
informed through their passbooks that the Government was 
not responsible for the deposits and that trustees and managers 
who did not carry out any duties should not be retained in their 
office. 

Clearly there was not a wide or unbridgeable gap between 
these recommendations and the proposals of the Glasgow 
trustees, which had by this time been approved by the Savings 
Banks Association. The banks, through their Association, 
decided at once to press the Chancellor of the Exchequer to 
adopt their own suggestions. Sir Albert Rollit personally 
approached Mr. Goschen and arranged to show him over the 
Hull Savings Bank so that he could see at first hand how an 
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active Trustee Savings Bank worked. In November an official 
letter was sent to Mr. Goschen welcoming the recommendations 
of the Select Committee, but suggesting certain modifications 
in points of detail. The only point of real controversy was 
the constitution and financing of the proposed Committee of 
Inspection or Audit. The banks wished to keep this body under 
their own control through their new Association or by restrict- 
ing its members to experienced trustees and actuaries. The 
Select Committee envisaged an independent body composed of 
‘persons of position and responsibility’. Sir Albert Rollit 
agreed to embody the banks’ views in a private Bill which he 
duly introduced on 24 February 1890. The Government, how- 
ever, proceeded to frame its own Bill. When the Government 
Bill was presented for first reading on 28 April, the banks 
found it not at all to their liking. It was evident that the ghosts 
of Haworth of Rochdale, and Williams of Cardiff, still stalked 
the corridors of Whitehall and Old Jewry. The Hull Savings 
Bank, which was now taking an increasingly prominent part 
in framing savings bank policy, thought the Bill ‘really meant 
the extermination of the Trustee Savings Bank system’. It was 
at once decided to organize another really influential deputa- 
tion to see the Chancellor of the Exchequer. The deputation, 
which included about seventy Members of Parliament from all 
parts of the British Isles, was introduced by Sir Albert Rollit. 
Mr. Goschen, after hearing its views, was so impressed that he 
conceded nearly all that was asked. For instance, the first 
clause, as originally drafted, would have compelled all Trustee 
Banks to print on the face of the pass-books a statement that 
the Government was not responsible for the security of the funds. 
This was the sort of half-truth which might well have caused 
consternation among depositors. Mr. Goschen now agreed to 
be content with a modified statement to the effect that the 
Government was only responsible for funds invested with the 
National Debt Commissioners. A more important objection to 
the original Bill was that it would have repealed Clause 16 of 
the 1863 Act and so made special investment departments 
illegal. There was no warrant for such a suggestion in the 
recommendations of the Select Committee. Mr. Goschen now 
offered to allow those banks which had hitherto conducted these 
departments to continue to do so, subject to certain limitations. 
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These were the most important issues. The idea of the new 
Inspection Committee was accepted in principle, although 
suggestions were offered for improving its constitution. When, 
therefore, Mr. Goschen moved the second reading of the Bill 
on 21 July 1890, he was able to announce that he had agreed to 
considerable alterations which would, he thought, meet the 
views of all concerned. The session was now well advanced and 
he asked that, in order to save time, the original Bill should be 
read a second time without discussion and then committed pro 
forma to enable the government amendments to be proposed and 
the Bill to be seen as a whole. 

He had, however, reckoned without Mr. Storey, the Member 
for Sunderland, who liked neither the Bill nor the attempt to 
pass the second reading without discussion. He spoke with 
the unusual qualification of having at different times been 
auditor, secretary, manager, and trustee of the Sunderland 
Savings Bank. He thought the legislation unnecessary, but 
devoted most of his speech to denouncing the cowardice of the 
Government in once more giving way to the joint-stock banks 
and withdrawing a clause which would have increased the 
individual limit of deposits from ^(^150 to £200. In spite, there- 
fore, of qualified blessings given to the amended Bill by Sir 
Albert Rollit and others who had taken part in the deputation, 
Mr. Lcng of Dundee and Mr. Tomlinson of Preston, in spite 
of the enthusiastic backing of Messrs. Howell and Bartley and the 
commendation of the veteran Gladstone, now in his eighty- 
first year, the hope of an agreed measure was rapidly fading. 
Business was already behindhand, owing partly to obstruction 
from the Irish Members. Moreover, individual savings banks 
were still opposed to some of the Bill’s clauses and were press- 
ing their Members to secure amendments before the third 
reading. After one more abortive attempt to secure agree- 
ment on 5 August 1890, the Government was forced to 
abandon the Bill for the session. It almost looked as though 
the experience of the fifties was to be repeated. Many of the 
most influential savings banks had done their best to support 
tlie Government and even tried to put pressure on Mr. Storey. 
Mr. Goschen acknowledged that they had been most anxious 
the Bill should pass and promised that it would be introduced 
next session. 
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When the Bill was reintroduced in February 1891, Mr. 
Storey no longer opposed it. There was at last general agree- 
ment that it must pass quickly. Mr. Leng of Dundee expressed 
the appreciation of the Scottish savings banks of the efforts 
made by Mr. Goschen since the previous session to meet their 
views. There were three main criticisms of the measure as it 
stood, but none of these was directed against the real substance 
of the Bill — the proposal for setting up an independent Inspec- 
tion Committee. 

Firstly, there was disagreement as to how far the State should 
exercise any control over the expenses of the banks. The 
Inspection Committee must necessarily have some supervision 
over management and be able to restrain unnecessary and 
extravagant expenditure. The Bill gave the final decision as to 
what were ‘necessary expenses’ to the National Debt Commis- 
sioners. The banks were strongly against government inter- 
ference in this matter. Mr. Whitley of Liverpool went so far as 
to say that in the opinion of all savings banks ‘there is no control 
they dislike so much as that of the National Debt Commissioners’. 
This was undoubtedly the mood of the moment, aggravated as 
it had been by the Commissioners* attempt to disallow the banks’ 
subscriptions to a Central Association. Mr. Shaw Lefevre came 
to the same conclusions as Mr. Whitley and Sir Albert Rollit 
from another angle of approach. He feared that, if the Com- 
missioners exercised this control, the Government would be 
morally responsible if anything went wrong with the banks. 
Mr. Goschen was not, however, prepared to relinquish this 
measure of government control over savings bank expenditure. 
Although some modification of the wording of the clause was 
conceded, its object was retained. 

Secondly, there were the new restrictions on the operations 
of special investment departments. Sir Albert Rollit protested 
against the limitation of powers to conduct these departments 
to banks which already were doing so on 20 November 1890. 
He asked that the date should at least be postponed for a 
year. The Chancellor of the Exchequer would not give way, 
though ultimately the date was altered to i June 1891, in order 
to meet the special case of the Derby Savings Bank, which 
had opened an investment department at the beginning of 
the year. 
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But the question on which there was most interest in Parlia- 
ment was the limit of deposit. There was a very strong feeling 
among members of all parties that the limits of deposit fixed in 
1828 were no longer adequate. Wages were higher, money was 
more plentiful, and yet every time an extension of limits had 
been proposed, it had met with strong opposition, mainly from 
the smaller country private banks. The existing limits were 
a year and ;)(^i50 in all; interest was allowed to accumulate up 
to £200 but ceased at that figure. The Government’s proposal 
in the 1891 Bill was to increase the total limit of deposit to £200 
while retaining the annual limit of £30, Interest was still to 
cease at £ 200 . Even this modest extension was opposed by Mr. 
Brodie Hoare on behalf of banking interests. Trustee Banks, 
he maintained, bolstered up by government credit, competed 
most unfairly with private and other banks. Mr. Howell, on 
the other hand, having won his battle to afford greater security 
to depositors, was all in favour of increased limits, moving that 
the annual limit should be £60 and the total limit ^(^400. Though 
supported by Rollit, Shaw Lefevre, and others, he met with no 
success. Mr. Goschen frankly admitted that he was ‘adverse to 
any measure which would largely increase the already gigantic 
amount standing to the credit of depositors in the hands of the 
National Debt Commissioners and on which the Government is 
bound to pay a large interest’. Lord Stanley of Alderley was 
equally unsuccessful in the House of Lords in seeking to increase 
the annual limit to £80, the sum fixed in France and Belgium. 
One small but useful concession was made. A depositor was 
allowed to replace one sum withdrawn within the year without 
the redeposit affecting the annual limit. 

After these and similar comments the 1891 Savings Bank Act 
soon passed through its remaining stages, with a general if not 
enthusiastic welcome on all sides, except from Lord Denman, 
who extravagantly denounced it as the ‘most dangerous measure 
that ever was presented to Parliament’. 

So ended the succession of events which arose out of the 
Cardiff failure. They have been described in some detail 
because they finally fixed the voluntary Trustee Savings Bank 
system as a part of the country’s financial structure, side by 
side with the state-controlled Post Office Savings Bank. In the 
issue, Mr. Howell, whose persistence had led both to the appoint- 
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mcnt of the Select Committee and the 1891 Act, had proved a 
good friend to the old banks. He had drawn attention to very 
real weaknesses in the movement. His action had forced the 
banks to combine in a permanent Association — a form of co- 
operation which had been too long delayed and was to be of 
immense value to them as the years passed. It had also forced 
trustees and managers to examine the methods of their own banks 
and so had done much to improve administration and increase 
the service they offered to depositors. It had led to the setting 
up of an independent Inspection Committee intended to safe- 
guard the interests of savings bank depositors and to see that 
one or two dishonest officials or supine bodies of trustees would 
never again bring the whole system so near the edge of the 
precipice. 

Obviously much depended on how this Inspection Committee 
would set about its task. Its main function was to criticize lax 
administration, compel the observance of statutes and regula- 
tions and initiate new and improved methods of book-keeping. 
These duties might be carried out in a purely critical and 
censorious manner; or they might be so exercised as to re- 
invigorate the weaker banks and stimulate the whole movement 
to greater endeavour. When the banks knew that Sir Albert 
Rollit was to be its first Chairman, they realized that they could 
ask no better guarantee that its task of inspection would be 
carried out with sympathy and a strong belief in the future of 
Trustee Savings Banlu. 

The constitution of the Inspection Committee was interesting 
and unique. Here was a statutory body, entirely independent 
of the Government, appointed to examine and improve the 
administration of a nation-wide network of self-governing 
savings banks which had been conducted for three-quarters of 
a century under a shadowy and ill-defined government super- 
vision. Of its seven members, three were to be chosen from 
nominees ofthelargerTrustce Savings Banks (i.e. those with over 
3(^500,000 invested with the Government) . Three other members 
were to be nominated by public non-political bodies, the Bank 
of England, the Incorporated Law Society, the Institute of 
Chartered Accountants in England and Wales, and the seventh 
was to be the Registrar of Friendly Societies or his nominee. 

The first representatives of the banks were Sir Albert Rollit, 
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M.P., Mr. John Ure, Dean of Guild of Glasgow and Chairman 
for many years of the Glasgow Savings Bank, and Mr. T. H. 
Newman, a city merchant and trustee of the Blomfield Street 
Savings Bank. On Mr. Newman’s death in 1894, he was 
succeeded by Mr. Thomas C. Wright, a barrister and trustee of 
the Bloomsbury Savings Bank, who had been exceedingly 
useful to the Savings Banks Association in its early years and 
was one of the framers of the scheme under which the Inspec- 
tion Committee was constituted. The Bank of England was 
represented by its chief accountant, Mr. H. G. Bowen, the Law 
Society and Chartered Accountants by their respective presi- 
dents, Mr. W. M. Walters and Mr. T. A. Welton. It was a 
strong team. The first secretary of the Committee was Mr. 
W. S. Cameron of the National Debt Office, who carried out 
the difficult duties to the general satisfaction for thirty-five 
years. 

The four years before the new Committee began to function 
had been disastrous years for the Trustee Savings Banks. The 
reduction of the rate of interest in 1888 to 2 \ per cent., the 
publicity caused by the Cardiff revelations, and the public 
discussion on the duties and liabilities of trustees which had 
followed had resulted in a host of savings banks, though 
perfectly solvent, abdicating in favour of the Post Office. In 
four years 10 1 banks, representing nearly millions of funds, 
had closed. Nor were they all small institutions, though over 
half of them had less than £ 25,000 of cash balances apiece. In 
addition to the voluntary closing of the prosperous Bristol 
Savings Bank and the forced suspension of the banks at Cardiff 
and Macclesfield, the pioneer bank at Bath, with over ^^“300, 000 
of deposits, closed its doors, as did other sound and successful 
banks at Worcester, Hereford, Salisbury, Lancaster, and North- 
ampton. The decline of the trustee system in London was 
further emphasized by the closing of the St. Marylebone Bank, 
which had been criticized b> many inside and outside the move- 
ment owing to its high management expenses and its policy of 
paying only 2 per cent, interest to depositors with less than £ 30 . 
The Chelsea Bank also closed under the shadow of disclosures 
of dishonesty in the staff. Smaller savings banks at Farringdon 
Street, St. James’s (Piccadilly), and Camberwell failed to survive 
these years. Gloucestershire, Kent, Staffordshire, Suffolk, and 
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Dorset were almost left without a Trustee Bank between them 
owing to the closing of twenty-six of the remaining institutions 
in these five counties. 

These were dismal enough surroundings in which the Inspec- 
tion Committee began its task. And there was nothing more 
certain than that a considerable number of the 281 banks 
which were still open in November 1892 would not be prepared 
to make the readjustments and improvements which the 
Inspection Committee was bound to recommend. So indeed it 
turned out. In the next four years another forty-two banks 
closed. Very few of these represented much loss to the country 
or to thrift, for they were open only a few hours a week and 
lacked the enterprise to meet the new situation. But the closing 
of a few good medium-sized banks, like those at Truro, Doncas- 
ter, and Ipswich, was an unnecessary weakening of the savings 
movement in those towns. In 1896 came the last and greatest 
blow. The St. Martin’s Place Savings Bank decided to close. 
This old, aristocratic bank, the acknowledged leader of the 
Trustee Banks a generation before, the militant representative 
of the fight against Mr. Gladstone, had sadly fallen from its 
high place. It still boasted funds of nearly fgoofiooy but, even 
in London, it had yielded pride of place to the more progressive 
banks at Blomfield Street, Finsbury, and Bloomsbury. When 
the Inspection Committee called on its trustees in 1895 to reduce 
their expenditure, superannuate some of the older officers, and 
reconstruct the business on modern lines, they showed no spirit 
but preferred to close, after giving generous compensation to 
the officers who had proved incompetent to keep alive a great 
eighty-year-old institution. Such an event, which would have 
been a staggering blow to the whole movement in Mr. Boodle’s 
day, now caused but little sensation, though the trustee system 
in London is only now beginning to recover the ground it lost 
through this sad defection. 

Although the closing of the St. Martin’s Place Bank and a few 
other less substantial banks was directly due to the intervention 
of the Inspection Committee, its influence during the last years 
of the century was generally beneficent. Very little dishonesty 
was discovered but a good deal of laxity and inefficiency. The 
Committee began by dividing the country into thirty-one 
districts and appointing local professional accountants to 
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inspect the banks in their own districts. It soon proved more 
convenient and economical to have some central full-time 
inspectors. The part-time accountants were reduced to eleven 
and then gradually superseded altogether. The full-time inspec- 
tors had good qualifications and many of them later obtained 
posts as actuaries of savings banks and did excellent work in 
their new spheres. 

The voluminous Reports of the Inspection Committee in 
those early years show how much room there was for such a 
body. But it is unnecessary to recapitulate in detail the many 
cases of non-compliance with regulations and of petty mal- 
administration which they reveal, the frequent denunciations of 
erasures, defective audits, and poor service. The removal of 
trustees who took no active interest in their banks was all to the 
good. Over 500 vacated office in a single year and the boards 
of management, thus pruned, became more alive and energetic. 
Aged officers (six at least were over 80) were retired, though 
unfortunately no proper provision of superannuation could then 
be made. Model rules were framed. Suggestions were made for 
standardizing the methods of book-keeping and audit. Im- 
provement was soon noticed and commented upon in the 
Reports. 

To sec these years in perspective, however, it is important to 
remember that the greater part of the Trustee Savings Bank 
funds were held by a relatively few well-administered banks, 
which had already set astandard of service and efficiency of which 
any movement might be proud. This was acknowledged by the 
Committee, who, on the whole, reported favourably. ‘Many 
Banks’, it reported in 1895, ‘are in a high state of efficiency.’ It 
went on to express its high sense of the amount of time and 
personal service devoted by trustees and managers and trea- 
surers to the interests of depositors. 

There were, of course, black sheep. But in only one case — 
at Sudbury in 1893 — did the Committee have to use the 
machinery of the 1887 Act and secure the appointment of 
a Commission to inquire into its affairs. This was the last 
time this Act, the direct result of the Cardiff failure, has had 
to be used. 

Tlie numerous closings of banks during these years not 
unnaturally had their effect for a time on the total savings held 
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by Trustee Savings Banks. There was a temporary reversal of 
the slow but steady progress which had raised the combined 
funds from ;{^36,382,i 16 in 1866 to ^{^47, 262,222 in 1887. The 
figures relating to the General or Government Department 
(now usually referred to as the Ordinary Department) during 


the last years of the century speak for themselves: 

£ £ 


1888 . 

. 

. 46,404,688 

1894 . 

• 43 . 474.749 

1889 . 


. 45,127,820 

1895 . 

. 45,312,681 

1890 . 


• 43.650,552 

1896 . 

• 46.699.687 

1891 . 


. 42,858,434 

1897 . 

• 48,463.938 

1892 . 


• 4a.385.032 

1898 . 

• 49 . 995,373 

J893 • 


. 42,225,801 

1899 . 

• 5 ',404,930 


If special investments and government stock are included, 
the liability of the banks to their depositors had risen by the 
end of the century to over millions. 

The recovery in 1894 helped by an increase in the annual 
limit of deposit from to £ 50 , At long last the Government 
moved. Greatly daring, they even brought in a Bill in 1893 to 
raise the annual limit to £ 100 . The usual opposition soon 
manifested itself and the compromise figure of ;^50 was sub- 
stituted. Tlie Savings Bank Act, in which this provision was 
incorporated, received the Royal Assent on 21 December 1893. 
The same Act raised the limit for the purchase of government 
stock through the savings banks from ^loo to £200 a year and 
the total limit from 3(j’300 to 3(^500. There was a curious pro- 
vision that, where depositors accumulated more than £200 in 
savings bank deposits, as for example by the addition of divi- 
dends on government stock or the transfer of sums from the 
accounts of depositors who had died, each £^ of the excess 
should be automatically invested in Consols, if the depositors 
made no other arrangement for its disposal. This provision was 
unpopular from the first, was widely ignored, and was repealed 
later. But it showed how reluctant the Government still was to see 
a substantial increase in its liabilities to savings bank depositors 
and how hard it tried to induce or compel them to convert 
these deposits repayable at call to the more stable holdings of 
government stock. 

The depositors, generally speaking, had other views. Many 
of them did not understand the security market, nor did they 
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want to tie up their money. The more knowledgeable of them 
recognized that at a time like the nineties, when 2f per cent. 
Consols were generally above par, they were more likely to 
lose than gain money, if they had to sell their holdings. The 
average price of Consols, for instance, in 1895 about 106. 
The conversion of the debt to a 2^ per cent, basis was 
rapidly approaching and there was a general feeling that the 
rate of interest on savings bank deposits would have to come 
down. The Chancellor of the Exchequer (now Sir William 
Harcourt) set up a Departmental Committee to investigate the 
question. 

When his successor. Sir Michael Hicks Beach, took office in 
July 1895, it was expected that he would have to deal with the 
question in his first Budget. The price of 2f per cent. Consols 
was still soaring and in 1896 reached 114, at which price the 
yield was actually less than could be obtained on savings bank 
deposits repayable at call. It was not surprising that money 
poured into the savings banks, particularly the Post Office. 
Shortly before the introduction of the 1896 Budget, The Times 
published an article which was generally thought to be officially 
inspired. ‘We have become, so to say, profligate in our en- 
couragement of thrift. We have been offering inducements to 
shrewd, well-to-do persons to invest their money on excep- 
tionally good terms; and though we are quite willing that the 
genuine working-class depositor should have the benefit of these 
terms, we see no reason for extending them to other classes.’ 
The article went on to suggest that the maximum savings bank 
balance on which 2J per cent, should be paid should be £100 
and that the increase in the annual limit from £^o to £50 in 
1893 had been a mistake and should be withdrawn. 

Sir Michael Hicks Beach seemed to be thinking along the 
same lines in his 1896 Budget speech: 

*l'he deposits in the Post Office Savings Bank had nearly doubled 
in the last ten years, and in so far as it was due to the increasing 
thrift and prosperity of our working-classes, it would be a source of 
congratulation, but he was afraid there was another cause not so 
satisfactory. He found that the actual percentage of increase in the 
deposits of the savings banks between 1875 ^^d 1893 was 3*8, but 
between 1893 and 1895 nearly doubled, the percentage 

being 8*2, and of this increase about half, or more than ten millions. 
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was due to the operation of the Savings Bank Act of 1893. This Act 
raised the minimum limit of the annual deposit from to £y}. 
In 1894 about 35,874 pei'sons deposited in one single sum the maxi- 
mum amount of £50, and in 1895 number increased by 35 per 
cent. He could not think that any large number of chose persons 
belonged to the wage-earning classes, for whose benefit the savings 
banks were instituted. He did not see why the State should under- 
take the business of banking for persons perfectly well able to take 
care of their own deposits, and to invest them to the best possible 
advantage; and, particularly, he did not see why that should be 
done when the State or, in other words, the tax-payer was compelled 
to pay per cent, for deposits at short notice at savings banks, and 
could only invest that money to produce little less than 2J per cent. 
It might be right that the State should lose a little to encourage 
thrift among the working-classes, but he did not see why the State 
should lose in order to enable depositors who belong to quite another 
class to obtain a larger interest for their money than they could 
obtain from the ordinary banks, and before long it might be neces- 
sary to propose some alteration in the law which he hoped might 
have the effect of preventing an abuse of the savings bank system 
without discouraging thrift. This, he thought, might be done by 
reducing the present rate of interest on deposits of large amounts.’ 

Sir Samuel Montague, M.P*., received much support for a 
suggestion that deposits in excess of should receive only 
2 per cent. Sir Albert Rollit recognized that the savings banks 
might not be able to resist the demand for a reduction of interest 
if Consols remained at the existing level and concentrated on 
putting the case against a reduction in limits of deposit. During 
the following years the Bankers^ Magazine was continually 
stressing the unfair competition of the Post Office with the 
joint-stock banks, both as regards rates of interest in the 
Savings Bank Department and the enormous development of 
the service of transmission of cash by money orders and postal 
orders. 

Fortunately the Chancellor of the Exchequer decided to 
postpone action on such a controversial subject and, when, in 
March 1898, he was challenged about the loss on the Savings 
Bank Funds, he said: ‘We are approaching the time when the 
interest on the National Debt will be reduced from 2| per cent, 
to 2} per cent.; that will be the proper time to reduce the rate 
of interest paid to Trustee Savings Banks from 2I per cent, to 
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per cent.* and the Post Office Savings Bank would naturally 
follow with a similar reduction of J per cent.’ 

Against such a tendency the savings banks were powerless. 
They began to look more closely at the restrictions placed by 
the 1891 Act on their special investment departments, which, 
but for official discouragement, might yet give scope for a rather 
higher interest to depositors. A very serious defect in the 1891 
Act, so far as it related to special investments, had revealed 
itself in 1892. The Act had been so carefully studied in its 
embryo stages that it is surprising that no one had noticed that, 
by limiting the powers of investment to trustee securities, it had 
deprived the trustees of those banks which were operating under 
Section 16 of the 1863 Act of the most suitable and useful, as 
well as one of the commonest, of investments — mortgages on the 
security of the rates, loans to school boards and other local 
authorities. 

This discovery caused consternation among those banks, like 
Glasgow, Manchester, and Hull, which had developed substan- 
tial special investment departments. Most of them found that 
they had unwittingly made illegal investments since the passing 
of the 1891 Act, They were reluctant to invest in fluctuating 
securities. The Inspection Committee, while strongly support- 
ing the banks’ request for immediate legislation, felt bound to 
call on those banks which had infringed the law to replatcc the 
illegal investments. Conferences and deputations followed, 
including a large deputation to the Chancellor of the Exchequer. 
Sir Albert Rollit followed this up by sponsoring Bills in the 
House of Commons in 1894 and again in 1895. Lord Mac- 
naghten introduced a Bill in the House of Lords in 1895. 
None of these moves met with any official encouragement. The 
Government was not prepared to introduce or give facilities for 
legislation to help the special investment departments out of 
their difficulty; nor was the National Debt Office sympathetic. 

The outlook for special investments was far from rosy. 
Glasgow and Manchester practically suspended operations 
under Section 16. Sheffield and Leicester decided to discontinue 
this class of business. Bradford had already abandoned it in 
view of the prohibition in the Act of investments on mortgage 

* i.c, the rate payable to trustees; depositors would have received a maxi- 
mum of 2i per cent., had this proposal been carried out. 
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of land. Stockton-on-Tees, Winchester, and Brighouse had 
closed. Fortunately there were a few banks determined not to 
give up this valuable work. Chief among them were Glasgow, 
Edinburgh, Perth, and Dundee in Scotland, Manchester, 
Preston, Hull, Leeds, and Huddersfield in England. Glasgow 
was the first to find a way out. The trustees decided in 1896 
to transfer their special investment business to an Investment 
Trust, registered under the Companies Act, but conducted in 
association with the bank just like the old department before the 
1891 Act. The move was very successful. By 1897 the Invest- 
ment Trust had ;£^64i,500 to its credit and by 1900 no less than 
^1,868, 806. The other Scottish banks might well have followed 
suit, but it so happened that an amendment to the Trustee Act 
for Scotland in 1898 made loans on the security of the rates 
permissible trustee investments in that country, though not in 
England. Aberdeen Savings Bank, which had no special 
investment department before 1901 and was debarred by the 
1891 Act from opening one, followed Glasgow’s lead and opened 
an Investment Trust in 1901. 

Meanwhile the English banks, with the willing assistance of 
Sir Albert Rollit, were still pressing for an amendment of the 
law, not only in this respect but to facilitate other developments 
which the mood of reviving confidence now seemed to bring 
within the bounds of possibility. 

The recovery of the Trustee Savings Banks from their last great 
crisis was a triumph for the voluntary principle. It had still 
greater triumphs ahead, not at the expense of but alongside 
the Post Office Savings Bank. That great institution was still 
growing fast. A hundred million pounds of depositors’ balances 
had been recorded in 1896 and by the end of the century the 
figure exceeded millions, apart from nearly f\o millions 

of government stock. Depositors already numbered over eight 
millions. Money was indeed pouring in so fast as to be almost an 
embarrassment. Particularly so was this with society money. 
Friendly societies were allowed to deposit without limit. But 
what of trade unions? The Post Office already held ^(^500, 000 
of their funds, estimated to exceed -£7. millions. The position was 
not very clear and the unions, supported by Mr. Howell, M.P,, 
tried to get power to deposit without limit. The Government 
resisted, but was prepared to take the unions’ provident funds; 
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it did not relish the idea of having custody of general funds 
which might be withdrawn for strike purposes. The growth of 
the unions and their more militant spirit following the success' 
ful strike for the ‘dockers’ tanner’ increased the Government’s 
hesitation. Eventually, in June 1894, a Government Bill was 
introduced to permit trade union provident funds only to be 
deposited without limit. It had a mixed reception, some 
Members wanting more, some less, than was provided for. No 
one was enthusiastic and the Bill was eventually withdrawn. 



Chapter XV 

ROLLIT’S ACT OF 1904 

I N the sphere of finance the beginning of the twentieth century 
was dominated by two facts — the cost of the South African 
War and the impending conversion of the 2| per cent. 
Consols to 2 \ per cent, in 1903 under the Goschen scheme. 
How were these two facts, pulling in opposite directions, going 
to affect the level of interest rates? This was a question of 
prime importance to the savings banks, for a further reduction 
in the rate of interest payable to savings bank trustees and 
depositors had already been mooted. Sir Michael Hicks Beach, 
the Chancellor of the Exchequer, had more or less made up his 
mind that the only solution which would ensure the solvency of 
the two Savings Bank Funds was an immediate reduction of one- 
eighth per cent, in interest, combined with a provision for the 
future rate to fluctuate according to the yield of the Funds’ 
investments. 

The savings banks, on the other hand, were convinced that a 
reduction of the rate payable to depositors below the now- 
familiar 2 J per cent, was to be resisted at all costs. Sixpence in 
the pound was a convenient figure both for the banks to calculate 
and the depositors to check. Moreover, a lower rate might tempt 
depositors to seek a higher yield with less security elsewhere. 

The unfortunate fact, which the savings banks could not 
gainsay, was that, despite the reduction of the interest payable 
by the Debt Commissioners to the trustees from 3 to 2f per cent, 
in 1888, in only six of the twenty years since 1880 had the 
income of the Trustee Savings Bank Fund been sufficient to 
meet the expenditure and in each of the other fourteen years 
Parliament had been asked to make up a deficiency. Between 
1876 and 1901 the net deficit made good by Parliament amounted 
to 3^503,615 — not a large sum spread over so many years, but a 
constant source of irritation.* 

In the same period the Post Office Savings Bank Fund had 
paid into the Exchequer a net surplus of ;(^i,6oi,285, but that 
Fund was also showing a deficit towards the end of the century. 

* For details see Appendix IV. 
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The fact was that the Trustee Savings Banks were still carrying 
the burden of the old savings bank deficiency which had caused 
so much heart-burning in Joseph Hume’s day. This deficiency 
had arisen, as we have seen, partly from Parliament’s deliberate 
policy in allowing the savings bank depositors an uneconomic 
rate of interest in early years in order to encourage thrift and also 
to some extent because the savings bank moneys had at times 
been invested and sold by the National Debt Commissioners in 
pursuance of state policy and not with the sole object of securing 
the best income for the Fund. Whatever the rights and wrongs 
of the matter, the straightforward way of dealing with a situa- 
tion for which neither the banks nor the depositors were respon- 
sible would have been to make good the deficiency and give the 
Fund a fresh start. But successive Chancellors of the Exchequer 
had refused to go to the root of the trouble. Sir Stafford 
Northcote had taken the useful step in 1877 of providing 
against a further weakening of the Fund by enacting that any 
deficiency of annual income should in future be met by annual 
vote and any surplus be paid into the Exchequer. This, 
however, did nothing to remove the real reason for deficiencies 
of income, namely, the capital deficiency. In 1880 Mr. 
Gladstone determined to tackle the capital deficiency, now 
estimated, on a 3J per cent, basis, at about ;;(^3,500,ooo. Had 
he been prepared to make a capital grant of this amount to 
the Savings Bank Fund, the solvency of the Fund would have 
been assured; but he preferred to try to make the loss good by 
an annuity spread over twenty-seven years. His Act of 1880 
provided for an annual charge on the Consolidated Fund of 
^^83,673 — until 1908. It was calculated that the securities 
purchased out of this grant and out of the accumulated interest 
on the annuity would be sufficient to wipe out the deficiency. 
The calculation depended, of course, on an estimate of the 
future prices of securities. No one can be blamed for not fore- 
seeing the remarkable rise in prices during the next twenty years, 
as a result of which by 1901 the securities actually purchased 
were less than had been estimated by more than /,20o,ooo. 
But the important point from the savings bank angle was that, 
over this long period, the Fund never got the slightest benefit 
from the Exchequer grant, since the income on the securities 
was not released, but was accumulated towards the ultimate 
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liquidation of the deficiency. So the rather depressing series of 
deficits continued. 

Probably very few people worried about the vote for the 
annual deficits so long as they were relatively small in amount. 
Since 1880 they had never exceeded a year and the 

years 1889 and 1890 had together shown a surplus of £1^0^000. 
But the position of the Fund was bound to be more serious when 
interest on Consols came to be reduced by \ per cent, in 1903. 
If the rate of interest payable to trustees were unchanged and on 
the assumptions that the Fund would grow by half a million a 
year and that future investments would yield 2| per cent., the 
deficits would then exceed 00,000 a year until 1908 and, even 
after that year, when the Fund would receive the full benefit 
of Gladstone’s annuity, would probably be in the region of 
£85,000. Moreover, the deficiency in the Post Office Savings 
Bank was expected to range between 190,000 and ;;(^240,ooo a 
year during the five years following 1903. 

The assumption that future investments would only yield 2f 
per cent, was certainly cautious, based as it was on the experience 
of the last five years of the century, when the price of 2| per 
cent. Consols had risen at times to 114 and had averaged over 
^ 10 for long periods. The South African War had changed all 
that, and by 1901 Consols stood at under 92. But no one could 
say with confidence that the steady fall in the level of interest 
rates which had characterized the last twenty years of the old 
century would not before long be resumed. In any event, 
nothing could prevent the substantial loss of income to the 
Trustee Savings Bank and Post Office Savings Bank Funds 
when the interest on Consols was reduced. For the former held 
about £20 millions of Consols and would suffer a loss of income 
of some and the latter held over £65 millions and would 

lose about 180,000 of revenue. 

The fluctuations in the price of Consols also affected the 
annual valuation of the Funds’ assets. In 1897, with Consols at 
1 13, the assets of the Trustee Savings Bank Fund at market 
prices showed a surplus over liabilities of £4,453,000, but by 
November 1901, when Consols stood at 91I, liabilities exceeded 
assets by £2,680,000 even when the value of the deficiency 
annuity was taken into account. This state of affairs disturbed 
some Members of Parliament, including Mr. Gibson Bowles, 

T 
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who raised the question in the House of Commons. But it had 
a more curious and unexpected effect in Manchester. It seems 
that a local banker had been giving a lecture on economics to a 
working-class audience and had mentioned the effect of the fall 
in the price of Consols on the Savings Bank Fund. Either he 
was misunderstood by his audience or he omitted to explain 
that the fall in Consols did not in any way affect the security of 
deposits, which had the guarantee of the Consolidated Fund 
behind them. Alarm was aroused. Rumours spread that de- 
posits in the Manchester and Salford Savings Bank were unsafe 
and a serious run on the bank followed. The situation was saved 
by the prompt support given to the savings bank by the Bank of 
England and the Debt Commissioners, but before the scare 
subsided ;£‘30,ooo had been withdrawn. 

Few things are more remarkable in the history of the savings 
banks than that the issue of the prolonged discussion arising 
from these unpromising conditions was not only the abandon- 
ment of the proposed reduction of interest, which had seemed 
almost inevitable, but the securing of a new Charter for the 
savings banks on which the remarkable progress of subsequent 
years was largely based. 

The chief credit for this satisfactory and unexpected result 
undoubtedly belongs to Sir Albert Rollit. While the Chancellor 
of the Exchequer was still making up his mind how to tackle the 
question without suffering the rebuffs of so many of his pre- 
decessors, Sir Albert introduced a Bill on 14 July 1899 to amend 
the Savings Bank Acts. In this way he drew attention to some 
of the real handicaps under which the banks were operating. 
The chief objects of the Bill were to restore the power of trustees 
to make investments in loans on the security of rates, facilitate 
the amalgamation of savings banks, introduce proper super- 
annuation provisions for savings bank staffs, and permit the 
payment of the expenses of penny banks. The Bill made no 
progress that session, but was introduced again the following 
year. Meanwhile, Sir Michael Hicks Beach had decided on his 
policy. The Government Bill, which was first introduced on 
16 May 1900, sought to vest in the Treasury the power and duty 
of determining annually the rate of interest to be allowed to the 
trustees of savings banks and to Post Office Savings Bank 
depositors. Only one month’s notice of any variation of rate 
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was to be given and the variations were to be by multiples of an 
eighth of a pound. Any surpluses were to be paid to a Reserve 
Account against depreciation of capital or future deficiencies of 
income, instead of being paid to the Exchequer. Moreover, the 
income from Gladstone’s Deficiency Annuity was to be released 
for the benefit of the Trustee Savings Bank Fund and the 
annuity was to be extended to 1917 to compensate for the loss 
of capital thus caused. To placate the savings banks other 
clauses were included, embodying some of Sir Albert Rollit’s 
proposals. 

The reception to the proposal for a fluctuating rate of interest 
fixed by Treasury mandate was unfavourable both inside and 
outside the House. The Trustee Savings Banks Association had 
an active Sub-Committee, under the chairmanship of Mr. 
Tatham, a Manchester solicitor and Chairman of the Man- 
chester and Salford Savings Bank, which kept Sir Albert Rollit 
in touch with the views of the banks and their depositors. 
Resolutions against a fluctuating rate of interest were passed 
and sent to Members of Parliament and occasion was also 
taken to press the Chancellor to include in his Bill the much- 
needed alteration in the powers of investment for special invest- 
ment departments. The Chancellor’s reply did not encourage 
much hope of action on these lines. It was then decided 
to urge that both Bills be referred to a Select Committee. 
To this the Chancellor agreed, though he did not actually 
take the necessary steps to appoint the Committee until April 
1902. 

This new Select Committee on Savings Bank Funds met 
between 22 April and ry July 1902. The Chancellor of the 
Exchequer himself presided at all the meetings and he and 
Sir Albert Rollit dominated the proceedings. The seven- 
teen Members included Mr. Bartley of the National Penny 
Bank, now less sympathetic to the Trustee Banks than of old, 
a few good friends of the savings banks including Sir A. N. 
Agnew, the Member for South Edinburgh, Mr. John Camp- 
bell and Mr. W. H. Holland of Rotherham, and a few 
critics, of whom the most outspoken was Sir Frederick Dixon- 
Hartland. 

The terms of reference were ‘to inquire into the general 
condition of both Savings Bank Funds in respect of their capital 
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and income accounts, and the authorized investments thereof, 
with special reference to the loss of income which will be in- 
curred by the reduction of the rate of interest on Consols in 
1903; and to report whether any administrative reforms are 
required in either class of savings banks’. The last sentence 
gave the banks the opportunity they wished, but this did not 
alter the fact that the financial condition of the Funds was the 
main question to be considered. What line were the savings 
bank witnesses to take? 

It was not easy to put up a good case against a reduction of 
the rate of interest to depositors. One factor alone was in their 
favour, the tact that since igoi it had been possible to invest 
savings bank moneys on more favourable terms. The Treasury 
had been borrowing at 3 per cent, for military and naval works 
and for certain other purposes such as the Uganda Railway, the 
Pacific cable and telegraph development; Local Loans Stock 
offering a similar yield had also been obtainable. The savings 
bank witnesses decided to argue that if the National Debt Com- 
missioners’ powers of investment were widened to include corpora- 
tion and county stocks, colonial securities, India stocks, and 
most of the other trustee securities, a higher rate of interest 
could be gradually secured with perfect safety and the financial 
condition of the Fund restored to a self-supporting basis with- 
out any reduction in the rates payable to trustees or depositors. 
This argument, in support of which Sir Albert Rollit, Mr. 
Tatham, and others gave evidence, very nearly convinced the 
Committee. When the Report was considered in draft, six 
members were in favour of extending the field of investment and 
six against. The Chancellor of the Exchequer’s casting vote 
from the chair against the proposal settled the issue. The 
Report, therefore, accepted the views put forward by the Civil 
Service witnesses and the Government broker that it was by no 
means certain that such an extension of powers of investment 
would have the favourable effect on the income of the Fund 
which was intended. It would give some of the trustee securities 
a sort of quasi-government guarantee in the public estimation 
which would tend to drive up the price at which they could be 
bought and so nearly equalize them in value to parliamentary 
securities. In any case, the State as banker (not trustee) was 
entitled to invest the money deposited as it chose and depositors 



Rollifs Act of igo4 277 

were not entitled to seek better terms than the best security in 
the world (the credit of the taxpayers of the United Kingdom) 
could command. The Committee 

‘cannot think it conducive to the public benefit that the amount 
held by the State on behalf of depositors in savings banks, already 
so vast as not to be without some risk to the credit of the country in 
the event of a grave national disaster, should be artificially increased 
by offering to depositors, at the expense of the taxpayers, a higher 
rate of interest than their deposits can earn without diminishing the 
security of the investments in which the money is placed. But even 
if they could recommend it, such an extension would clearly be in- 
adequate to relieve the taxpayers from the loss, amounting in all to 

1 ,864,563, which it is estimated they will suffer during the next six 
years; for unless a large sacrifice of capital were made, both on sale 
and on re-investment, the transfer of any large proportion of the 
^£“84,000, 000 Consols now held on behalf of the Savings Bank Fund 
to other investments would be permanently and considerably below 
the amount required to pay the rate fixed by law.’ 

Anticipating that the Chancellor of the Exchequer and the 
majority of the Committee were unlikely to accept the arguments 
for extending the field of investment for the Savings Bank Funds, 
the savings bank witnesses also maintained that, even if the opera- 
tion of the Funds for the time being resulted in annual deficits, 
such deficits were not of a size to cause concern ; the State would 
be well repaid if a small subsidy to thrift helped to produce a 
more virile and self-reliant people. ‘Savings banks have never 
been regarded as ordinary commercial undertakings’, said Mr. 
Thomas Jaffrey, the actuary of the Aberdeen Savings Bank, 
whose enterprise and financial acumen had already won for 
him a great reputation in the north of Scotland. ‘Their 
founders, prompted by philanthropic motives, never expected 
that they would pay their way directly; and the continuance of 
the policy which has guided the management of their funds by 
the State in the past is in perfect harmony with the spirit of 
modern legislation.’ Mr. Jaffrey went on to make the sugges- 
tion that if the deficit were likely to be too large for the 
taxpayers to shoulder, those Trustee Banks which were accumu- 
lating surpluses might be willing to be taxed at so much per 
cent, of deposits to ensure that the rate to depositors was not 
disturbed. 
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The majority of the Committee, however, were satisfied that 
it was their duty to the taxpayers to put the Funds on a self- 
supporting basis. They accepted the Treasury view that this 
could only be accomplished by an immediate reduction of one- 
eightli per cent, in the rate of interest paid to Trustee Savings 
Banks and depositors in the Post Office Savings Bank. But 
though Sir Albert Rollit had failed to prevent this recommenda- 
tion from being incorporated in the Report, he did obtain a 
decisive vote against a proposal for a quarter per cent, reduction 
and also against the principle of a fluctuating rate of interest 
liable to be raised or lowered on short notice at the discretion 
of the Treasury. 

Had the Report stopped there, it could only have been 
regarded as another set-back to the savings banks, but Sir Albert 
Rollit’s persistence secured the addition of most valuable 
clauses to the Chancellor’s draft. The unanimous approval of 
the Select Committee was in this way obtained for a number of 
the reforms already mentioned for which the savings banks had 
been agitating for years and which Sir Albert himself had ex- 
plained at length to the Committee in the course of his evidence. 
Of these the recommendations which were to be of the greatest 
importance in the future growth of the banks were, firstly, the 
removal of the restrictions in the 1891 Act which prevented 
banks from opening new special investment departments, though 
this concession was to be limited to banks open daily which had 
cash balances of not less than ^{^200,000; secondly, the long- 
desired restoration of powers to invest special investment funds 
in loans on the security of local rates; and thirdly, the extension 
to Trustee Savings Banks of the simple machinery for facilitating 
amalgamations already possessed by friendly societies and in- 
dustrial and provident societies. 

These recommendations, however, were only of vital concern 
to the comparatively small group of people who were enthusi- 
astic believers in the future of the old savings banks. But a large 
proportion of the population was keenly interested in the future 
rate of interest to be paid to Trustee Savings Bank and Post Office 
depositors. During the months following the Report of the 
Select Committee withdrawals considerably exceeded deposits 
and this was attributed by many to the unsettling effect of the 
proposed reduction in the rate. The eventual decision to leave 
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the rate untouched was probably due as much to chance as to 
deliberate policy. Sir Michael Hicks Beach, who had conducted 
the inquiry with great ability and fairness, was committed to the 
reduction of one-eighth per cent. ; but he left the Go\'ernment 
on Lord Salisbury’s retirement later in 1902. His successor, 
Mr. Ritchie, went so far as to incorporate in the King’s Speech 
at the beginning of the session a reference to the proposed 
reduction, but, during his short tenure of the Chancellorship of 
the Exchequer, he never introduced the expected Bill, and after 
announcing in August that he would do nothing that session, 
he too resigned. It was left to Mr. Austen Chamberlain to 
announce early in 1904 that the Government did not intend to 
alter the rate of interest. So ended the last attempt to reduce the 
rate of interest to savings bank depositors below 2 J per cent. 

By 1909 the rise in interest rates once more made the Trustee 
Savings Bank Fund self-supporting. In no subsequent year was 
there a deficiency of income. On the contrary, the surplus paid 
annually into the Exchequer grew steadily and by 1920 had 
reached the total sum of the combined deficiencies voted by 
Parliament. Until 1934 the surplus income grew each year and 
reached >(^927,729 for that year alone. So much is the ‘savings 
bank deficiency’ a thing of the past that by 1943 the net finan- 
cial benefit to the Exchequer from administering the funds of 
Trustee Savings Banks was no less than £11,314,801.* 

This happy decision in 1904 enabled the banks to press for 
the other reforms advocated by the Select Committee without 
any risk of having to pay the price of a reduced rate of interest. 
Sir Albert Rollit tabled his revised Bill on 5 February 1904. 
The Chancellor of the Exchequer proved sympathetic and 
helpful. He introduced a number of amendments mainly de- 
signed to keep the Post Office Savings Bank in line with the 
Trustee Banks. With this support Sir Albert Rollit was able to 
guide the Bill through all its stages in the House of Commons 
without a division. In the Lords the Marquess of Salisbury him- 
self took charge of it and it reached the Statute Book on i August 
1904, to the great delight of the old banks. 

‘Rollit’s Act’, as it was usually called, besides bringing about 
the alterations in the law relating to special investment depart- 
ments and amalgamations of savings banks, to which reference 
* Sec Appendix IV. 
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has been made, contained a number of other useful provisions. 
Superannuation of savings bank officers was legalized, property 
transactions concerned with the purchase and sale of savings 
bank offices were simplified, penny banks were encouraged by 
making it lawful to pay some of their expenses, and the irritating 
clause in the 1893 Act, providing for the automatic investment 
in government stock of sums standing to the credit of deposit 
accounts in excess of the statutory' limit of £200, was revoked. 
Rollit had certainly earned the gratitude of the banks for his 
years of hard work and his tactful handling of the whole question 
in Parliament. The savings banks showed their gratitude by 
presenting him with his portrait by Sir Hubert von Herkomer, 
R.A. He continued to take a keen interest in the banks, as 
Chairman of the Inspection Committee, for another eighteen 
years, during which he travelled all over the country, open- 
ing new offices and speaking, often at great length, at 
savings bank functions; but his greatest service to the move- 
ment was undoubtedly rendered between the appointment 
of the Select Committee of 1889 and the passing of the Act 
of 1904. 

Now was clearly the time for the Trustee Savings Banks to 
show enterprise in taking immediate advantage of this fortunate 
extension of their scope and so consolidate their claim to be an 
essential part of any comprehensive thrift service for the country. 
The outlook was more favourable than it had been for over half 
a century. In spite of increasing competition from outside, the 
surviving Trustee Banks were making good progress. Those 
which were open both in 1891 and 1903 had increased their 
accounts by 302,989 and their balances by 3,255,652 cash 
and 1^038,850 government stock in twelve years. Even allow- 
ing for the closing of the St. Martin’s Place Bank and other 
smaller banks, the movement could boast a net increase during 
the period of some £10 millions. 

Perhaps the most striking instance of progress during this 
period was that of the Aberdeen Savings Bank. It had been 
conducted quietly and honestly for nearly eighty years and by 
1892 had accumulated some ;(^492,965 of deposits. Its methods 
of conducting business, however, were hopelessly out of date. 
Depositors were ushered into a waiting-room and called one by 
one into the inner sanctum, where the actuary stood at his cash- 
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till. The whole procedure was slow and inefficient and the 
office was in a side street — a practice often deliberately adopted 
in early days on the principle that people wished secrecy in their 
money transactions and accordingly did not like being seen 
going into a savings bank. There were no special investment 
department, government stock department, or branch offices. 
The possibility of closing the bank had even been mooted. 
Within a few years, the new actuary, Mr. Jaffrey, whose evi- 
dence before the 1903 Committee has been mentioned and who 
had received his training in the North of Scotland Bank, had 
introduced modern methods, built a fine new central Head 
Office, opened branches, started a stock department and an 
Investment Trust, introduced new publicity devices, and trained 
an active young staff to give a full service and helpful advice 
to all who entered the offices of the bank. Bv 1904 the funds 
had increased to ,3 19,762; in other words, twelve years of 
enterprising management had nearly trebled the size of the 
bank. 

The 1904 Act had not been long on the Statute Book before 
its effect could be seen in a great activity in reviving and 
establishing special investment departments. This was not 
surprising, for few statutory provisions had proved more irk- 
some and discouraging than those in the 1891 Act, which 
fettered and cramped the promising growth of these departments. 
Now that the obstacle to investing in loans to local authorities 
on the security of the rates was removed, those special invest- 
ment departments which had lain dormant for thirteen years 
or so at once awakened into new vigour. The permission given 
to savings banks with over /^20o,ooo of cash deposits to start 
new special investment departments was taken advantage of by 
fifteen banks in 1905, five more in 1906, and by the end of 1908 
thirty-six Trustee Banks were giving these facilities. The Glasgow 
Savings Bank, which had started an Investment Trust in order 
to escape the restrictions imposed in 1891, re-established its 
special investment department in 1904 and Aberdeen followed 
suit in 1909. Nearly all the large Trustee Savings Banks began to 
receive money for special investment. The most notable excep- 
tions were Liverpool Savings Bank which, after abandoning in 
1888 its short experiment in buying Liverpool Corporation 
Stock for its depositors, did not again make use of this section of 
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the 1863 Act until 1929; and Belfast Savings Bank, which 
waited until 1926 before acting in a similar way. 

It was the low limits of deposit of £^o a year and £200 
in all in the ordinary department rather than the prospect 

of a higher rate of interest which 
gave this impetus to special invest- 
ment at this period. Depositors 
could seldom expect 3 per cent, on 
special investments; more gener- 
ally the rate of interest was 2f and 
sometimes only per cent. ; but it 
soon became obvious, as many of 
the leading savings bank officers 
had foretold, that many people 
much preferred to deposit larger 
sums in the savings banks than 
invest in Consols or securities of a 
fluctuating nature, even though 
they gave a higher yield. Later on, 
after 1918, the position was re- 
versed; the ability to pay a higher 
rate of interest than was allowed 
in the ordinary department came 
to be of immense value to the 
banks, while the extension or aboli- 
tion of limits of deposit in the 
ordinary department removed the 
most powerful of the early incen- 
tives to the formation of investment 
departments. Meanwhile a valua- 
ble link was being forged between 
the local savings banks and the 
local authorities through the invest- 
ment of these deposits, a develop- 
ment which was shortly to provide in many towns an effective 
answer to a demand for municipal banks. By the time of the 
outbreak of war in 1914 special investment departments were 
well established in forty-three of the leading Trustee Banks and 
the assets of 16, 185,000 already included some £675,000 of 
reserves. 


Graph showing Total Balances 
due to Depositors in Trustee 
Savings Banks, in Ordinary 
Department ^ and Special 
Investment Department ITTl 
1891-1914 
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Less importance was at first attached to the clause in the 1904 
Act facilitating amalgamations. It was certainly thought that 
it might be useful in occasionally preventing a small savings 
bank from closing, but no one foresaw how it would eventually 
transform the whole structure of the old banks. The need for an 
alteration of the law was obvious enough. When the trustees of 
the Grimsby Savings Bank decided to amalgamate with the 
Hull Savings Bank in 1903, it was found that it was necessary 
to obtain the individual assent of each depositor at Grimsby to 
make an effective transfer of his balance to the amalgamated 
bank. Those unclaimed accounts for which no assent could be 
obtained had to be transferred to the Post Office, in order to 
comply with the 1863 Act. 

This clumsy and unsatisfactory procedure was ended by the 
1904 Act and a relatively simple method of amalgamation 
substituted. Even so, it was not until 1906 that the new simpli- 
fied scheme was used. The 224 separate Trustee Banks were 
intensely proud of their individuality and the smaller banks 
were afraid of losing their identity in a larger unit. But some of 
them were finding it increasingly difficult to hold their own ; 
many still could not offer a full-time savings service; propa- 
ganda was too expensive, and, staffing difficult; depositors had 
no prospect of obtaining the special investment facilities now 
available to the larger and wealthier banks in the neighbour- 
hood. 

The Chester Savings Bank deserves the credit for being the 
first bank actively to pursue a policy of amalgamation under the 
T904 Act and so unite in one bank a number of the smaller 
Trustee Banks in Cheshire and the Welsh border country. The 
amalgamation of the banks at Chester and Wrexham in 1906 
was followed by union with Frodsham (1908), Knutsford (1909), 
Mold (1910), Ruthin and Nantwich (1911), and Sandbach 
(1912). 

The Chester, Wrexham and District Savings Bank can hardly 
be called the first of the county or district savings banks. The 
Exeter Savings Bank had from very early days established 
a network of agencies throughout Devonshire and had shown 
how thrift in relatively small communities could be successfully 
promoted by the distinctive personal contact peculiar to Trustee 
Savings Banks with the aid of a strong and enterprising central 
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savings bank. The Savings Bank of Glasgow had given a lead 
since 1869 in the intensive development of a city through the 
establishment of branches. The first bank to attain county pro- 
portions as a result of amalgamations was at Perth, where the 
savings bank was now under the executive direction of the 
Barclays, father and son, who built up a very line connexion in 
Perthshire, The Perth Savings Bank was one of the oldest in 
Scotland, established in 1815, and in 1839 had become certified 
as a Trustee Savings Bank under the Scottish Act of 1835. The 
same year it helped to establish two receiving agencies at 
Stanley and Mcthil and two branches at Coupar Angus and 
Blairgowrie. The following year saw a branch at Errol and 
shortly afterwards others at Crieff, Caputh, and Kincardine, as 
well as small receiving agencies in neighbouring villages, so that 
by 1847 the trustees could report that ‘almost the whole of the 
towns of any importance in the county are now accommodated 
with branch offices and other localities participate in the ad- 
vantages of this institution by the system of receiving agencies’. 
Although described as branches of the Perth Bank, the local 
institutions were, in fact, largely independent. The link with 
the bank at Perth would be regarded to-day as a weak one. 
The ‘branch’ merely banked the whole of its funds, except for 
till money, with the central bank and looked to Perth in a 
vague way for general advice and encouragement. Local 
trustees and managers were responsible for the conduct of each 
branch and, when the branch at Auchterarder suffered a severe 
loss in 1848 through the frauds of the local cashier, the Perth 
trustees were quick to point out that the Head Bank was 
absolved from any obligation to the Auchterarder depositors; 
it was only liable to repay to the local trustees the sums de- 
posited with it for investment. This incident led to the appoint- 
ment of a Perth Committee under the chairmanship of the Earl 
of Mansfield to make recommendations for the better admini- 
stration of the branclu^. The recommendations seem to have 
been accepted with a good grace by the local trustees, but no 
attempt was made to forge a closer link between branch and 
central banks until 1894. In that year the Perth Board accepted 
a suggestion of the Inspection Committee that the local insti- 
tutions should be brought entirely under the control of the 
Perth Head Office as real branch offices, and so for the first time 
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the sums due to the local depositors, amounting to some 
£l^OyOOo^ were added to the Perth balances of 600, 000. In 
1897 an Auchterarder branch was re-established. This con- 
solidation of the Savings Bank of the County and City of Perth 
was doubtless of the nature of a series of amalgamations, but 
clearly one which was on a different footing to the Chester 
amalgamations following the 1904 Act. The banks which 
allied themselves with Chester had not previously had any con- 
nexion with a central bank. It was really a breaking of new 
ground and was largely due to the energy and persuasiveness of 
the young Chester actuary, Mr. H. E. Crane. Mr. Crane was 
a real propagandist and one of the most familiar figures for 
almost thirty years at meetings of the Trustee Savings Banks 
Association. He contributed an eloquent appeal to his col- 
leagues in 1910 to encourage and support further amalgamation 
in the interests of the strength and progress of the movement. 
He was also the first to initiate successfully a scheme of central 
publicity for the Trustee Banks and it was largely at his instance 
that the annual meetings of the Association first took on a 
wider character and combined business with social functions. 
The meeting at Chester in 1908 was the first of its kind and 
greatly helped the movement for co-operation between the 
banks, which did not fully mature for another twenty years 
or more. 

Chester’s example was followed by Taunton and Wells, 
which amalgamated in 1909 to make the nucleus of the Somer- 
set and Wilts. Savings Bank. Leicester Savings Bank took over 
Melton Mowbray in 1910. Carlisle began an active campaign 
in the north-west counties; Alston, Maryport, and Workington 
joined Carlisle in 1911, Cockermouth, Keswick, Whitehaven, 
and Kirk by Lonsdale soon followed suit. In 19 ii York began 
what was to be the biggest of all the series of amalgamations by 
joining with Beverley and Driffield. The small savings banks 
at Malton, Pontefract, Howden, Northallerton, and Thirsk 
acted on similar lines soon afterwards. The growth of the York 
County Savings Bank from a local institution with funds of 
some 5^300,000 to a leading Trustee Bank with over fifty branches 
and over ;^25 millions of funds, as a result of a vigorous policy 
of amalgamation and starting new branches, is one of the 
romances of the next thirty years. 
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The policy of opening new branches was being adopted with 
vigour by many other savings banks besides Glasgow and York. 
In 1900 the number of branches which the 230 Trustee Banks 
could boast was exactly 100. In 1914, although the indepen- 
dent savings banks had decreased to 196, mainly as a result of 
amalgamations, there were 141 branch banks and 42 local 
agencies. In England, Manchester and Hull still showed the 
greatest enterprise, but Liverpool made an important move by 
crossing the Mersey to start a branch in Birkenhead in 1903, 
just as Hull had crossed the Humber the same year to take 
Grimsby under its wing. By 1913 Aberdeen Savings Bank had 
six branches within the comparatively small area of the city and 
its environs. The small bank at Dunfermline showed great 
enterprise by extending to Crossgates, Inverkeithing, Rosyth, 
and New Mills between 1906 and 1913. Chester and Taunton 
found time to open several new branches as well as to pursue 
their amalgamation activities. Other banks which were active 
during the decade before 1914 were Edinburgh, Newcastle upon 
Tyne, Sheffield, Preston, and Falkirk. Their enterprise was in 
every case rewarded. It will be seen that the activity was mostly 
in Scotland and the north of England and the result was still 
further to emphasize that the heart of the Trustee Savings Bank 
Movement was in the north. The London banks had hardly 
begun the much-needed process of rationalization. The Blooms- 
bury Bank had absorbed the old bank at St. Clement Danes in 
1907, but a half-hearted attempt to open a branch in Shepherd’s 
Bush in 1907 failed two years later. One effect of the weak- 
ness of the movement in London and the Home Counties was 
a notable tendency for the Trustee Banks to be overlooked 
in government and civil service circles — a tendency which 
lingered for at least another generation. 

Activity in the opening of new savings banks was confined 
to Scotland, faithful as ever to the old system. The opening of 
banks at Hamilton, Bathgate, Kilmarnock, and Ayr between 
1905 and 1908 did something to compensate for the closing of 
the nine small banks which ceased to function during the first 
ten years of the century. 

Scotland was still giving a better service in the matter of 
hours of opening. In 1906, 31 out of 60 Scottish Trustee Savings 
Banks were open for twenty hours or more in a week, whereas 
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in England only 34 out of 144 were up to this not very exacting 
level. Forty-four English savings banks were open two hours or 
less a week, but only 9 Scottish banks gave such an inadequate 
service. It is true that most of the banks which failed to provide 
reasonable banking hours were small and represented a small 
fraction of the frmds of the movement, but this only illustrated 
the need for further rationalization and amalgamation. 

Not all these years showed equally good results. It would 
seem that this was due less to the state of employment than to the 
rate of interest obtainable on government securities and other 
forms of investment and the intensity of outside competition. 
One form of competition which was felt spasmodically, parti- 
cularly in the cities of the north, came from the municipalities 
which sought to enlist the aid of the small investor in raising the 
money required for local services. In 1900 some Local Authori- 
ties were borrowing small sums on mortgage at 3 per cent., 
subject to three months’ notice of repayment, and three years 
later even better rates of interest were given on these loans. 
Sums as small as i o were sometimes accepted and this naturally 
tempted savings bank depositors to withdraw their deposits for 
re-investment in this way. 

About 1904 some of the jpint-stock banks started savings 
depaitments, offering to receive on deposit sums from one 
shilling upwards. In Scotland there had always been a good 
deal of competition between the chartered and joint-stock banks 
and tlie savings banks for a certain type of middle-class customer 
who tended to transfer his custom from one to the other when- 
ever an alteration in interest rates made such a move worth while. 
In England the competition had hitherto chiefly come from 
institutions like the Yorkshire Penny Bank and the National 
Penny Bank. But the opening of savings departments in joint- 
stock banks throughout the British Isles with the declared 
purpose of attracting the small saver was a new development. 
No doubt it had some effect both on the Trustee Banks and the 
Post Ofiice Savings Bank, but the attitude of the majority of the 
Trustee Banks was summed up in the 1904 Report of the Trustee 
Savings Banks Association. 

'It is conceivable that in some localities this new departure may 
be attended by a certain amount of success, but it ought not to be 
forgotten that before such business can pay the volume done must be 
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very large and would necessarily interfere considerably with the 
commercial and more profitable class of business done by these 
banks, consequently the Council do not feel that there is any occasion 
for anxiety on the part of well managed savings banks.’ 

Nor were other less reputable appeals to the small saver 
wanting during those years. The most flamboyant and disas- 
trous of these was Farrow’s ‘People’s Bank’, opened with a great 
flourish of trumpets on 26 May 1904, and spreading with great 
rapidity within the next decade through branches and agencies 
to many parts of the British Isles, including such remote places as 
Londonderry, Limerick, and Orkney. Mr. Thomas Farrow had 
given prolonged evidence before a Select Committee on Money- 
lending in 1 899 and had written several pamphlets denouncing the 
usurious practices of many money-lenders. He then announced 
his intention of founding a People’s Bank on continental models, 
so that the savings of the people might be lent at reasonable 
rates of interest to those requiring loans. Deposits were invited 
at tempting rates of interest ranging up to 7 per cent. Tt has 
been too readily assumed’, wrote the founder, ‘by the controllers 
of the people’s savings that the mere assurance of safety satisfies 
all needful requirements and that the depositor does not greatly 
concern himself over the question of dividends accruing from 
his investments.’ Farrow’s Bank, he asserted, would give at 
least twice the interest given by the Post Office. He even pub- 
lished a brochure accusing the Post Office of lack of enterprise 
and inefficiency. ‘Poverty at the Post Office — Comfort at 
Farrow’s Bank’ was the slogan he gave to his shareholders in 
1908. By 1910 he had attracted over half a million pounds of 
deposits, much of it from poor people. Home safes and auto- 
matic thrift machines were issued, motor banks toured the 
country districts, a gazette was published, a legal department 
started, a women’s branch opened, a land bank established. 
It is needless to pursue the history of this venture to its final 
collapse in 1920 or to emphasize the misery caused to poor 
people all over the country who had lost their savings in this 
way. Many years after its failure there was evidence in some 
places that people had given up saving because of the losses 
sustained by them and their friends in this amazing concern. 

Farrow’s Bank was the first of the commercial banks to make 
use of the home safe. It was, however, the Trustee Savings Bank 
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at Belfast which introduced into the British Isles this popular 
aid to small saving. Money-boxes are, of course, almost as old 
as the use of coin as currency. Many ingenious, novel, and 
attractive money-boxes made of wood, tin, china, and other 
materials have adorned the mantelpieces of generations of 
thrifty householders and the ingenuity of the manufacturers in 
making it difficult to extract the coins has often been rivalled 
by the ingenuity of the younger members of the family in find- 
ing ways of defeating the makers’ intentions. The American 
banks first thought of the idea of issuing bank money-boxes of a 
solid metal type of which the keys would be kept in the bank. 
The innovation caught on and news of this development was 
passed on in 1905 to Mr. John Sinclair, Chairman of the Belfast 
Savings Bank, by the Director of the Belfast Banking Company. 
Mr. Sinclair took up the idea with enthusiasm and after the 
financial and other aspects had been thoroughly studied by a 
Committee of his fellow trustees and estimates obtained, it was 
decided to experiment with a thousand home safes. The first 
of these were issued to depositors on i January 1906, and the 
whole issue was exhausted in about six months. The safes 
themselves were clumsy compared with their modern counter- 
parts. Solid bronze contraptions, manufactured by the C. O. 
Burns Company of New York, 4J inches broad, 3J inches high, 
and 2 inches deep, with a handle and a single coin slot at the 
top of one side, tliey weighed about i lb. Within a very short 
time home safes had achieved amazing popularity and largely 
ousted the old money-box. At first they were rented at u. a 
year for four years, for the cost on an order for 1,000 worked 
out at about 4^. each, but before long most banks were lending 
them free to all who had a shilling or two in tlieir savings 
account. By 1909 twenty-one Trustee Savings Banks were issuing 
home safes. In 19 1 1 the Post Office Savings Bank followed suit, 
charging 3^. for the safes, 2s. of which was returnable when 
the safe was given up in good condition. The more attrac- 
tive-looking home safes of the ‘book’ and ‘recording’ type 
issued within more recent years have helped to increase the 
popularity of these adjuncts to thrift. But the old solid type 
introduced by Belfast is still regarded with affection in many 
homes and the enterprise of the Belfast trustees deserves to be 
remembered, 
u 
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The progress of Trustee Savings Banks during the first decade 
of the twentieth century can best be summed up in a table. 



Cash 

£ooo’j 

Stock 

£ooo*s 

Total due to depositors 
£ooo*s 

190* 

Increase 529 

Increase 293 . 

Increase 822 

1902 

Increase 584 

Increase 2 1 1 

Increase 795 

1903 

Increase 125 

Increase 208 

Increase 333 

1904 

Decrease 64 

Increase 163 

Increase 99 

1905 

Increase 1,188 

Increase 42 

Increase 1,230 

1906 

Increase 1,131 

Increase 44 

Increase 1,175 

1907 

Decrease 180 

Increase 103 

Decrease 77 

1908 

Increase 678 

Decrease 41 

Increase 637 

1909 

Increase 2,041 

Increase 5 1 

Increase 2,092 

1910 

Increase 1,299 

Increase 76 

Increase 1,375 


The increases and decreases are obtained by comparing the 
figures of 20 November of the year mentioned with those of the 
previous 20 November. The cash figures are the combined figures 
of ordinary and special investment departments. Actually the 
increase was almost all in the investment department. The 
ordinary department balances only increased from ;,(^5 1,456, 000 
in 1900 to ;^52,268 ,ooo in 1910, an increase considerably less 
than the amount of interest credited in these ten years. The 
investment department, which showed an increase of less than 
during the first four years of the century, at once 
responded to Rollit’s Act and added over £,6 millions between 
1904 and 1910. By the end of the latter year 0,896,322 was 
due to special investment depositors. 

The year 1905 was the first year in which cash balances 
increased by over £i million and in 1909 the year’s increase 
exceeded £2 millions. The total increase in government stock 
in ten years was about i J millions but the removal of the pro- 
vision for" the automatic investment of excesses in the ordinary 
department, combined with the operation of the special invest- 
ment department, slowed down the rate of increase after the 
first four years. 

Besides showing the beginning of the real recovery of the 
Trustee Savings Banks after 1904 the table shows that there were 
two bad years for the savings banks, 1904 and 1907. The reason 
for the 1904 set-back has already been mentioned; the Glasgow 
trustees were ‘of opinion that this falling off has been in great 
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measure caused by the disturbing effect of the proposals for 
legislation by Parliament to reduce the rate of interest and the 
depositors having believed that this reduction had actually 
taken place’. 

1907 was another year of financial unsettleinent. A sharp 
crisis in America led to the forcing up of the bank rate in this 
country to protect our reserves. For a short time in November 
the bank rate stood at the high figure of 7 per cent. Other rates 
moved in sympathy. The Scottish joint-stock banks were pay- 
ing 4 per cent, on deposits. Government stock and other sound 
investments suffered heavy depreciation. The fall in value was 
so serious that the Caledonian Bank, which had operated for 
many years with success in the north of Scodand, sought greater 
security by amalgamation with the Bank of Scodand. To pur- 
chasers, on the other hand, government securides became un- 
usually attractive. Although comparatively few savings bank 
depositors watched Stock Exchange prices with much interest, 
those who did so were generally the owners of the bigger balances, 
including the trustees of friendly and charitable sociedes, with 
the result that a good deal of money left the savings banks for 
investment elsewhere. It was also a period in which many people 
emigrated to Canada, pardcularly from Scodand. Those who did 
so were oflen the most thrifty and loyal savings bank depositors, 
who had accumulated through their savings accounts the funds 
which were to start them in their new enterprises overseas. 
If one adds to these special factors the continuance of the severe 
trade depression which was a feature of this period, the decline 
in deposits during 1907 is not a matter for surprise. 

Taldng the ten years as a whole, savings bank deposits 
(Post Office and Trustee combined) showed an increase of 
^40,606,000. This was a considerable falling off from the 
^75,875,000 increase of the previous decade. Such a slowing 
down cannot be attributed altogether to trade depression. 
Wages fell for a time after the turn of the century, but they kept 
well above the 1890 level and by 1910 or 1912 most of them 
were at least up to the 1900 figure and still rising. So that, 
although some wage-earners may have had for a time a reduced 
mar gin for saving and the number of those receiving indoor or 
outdoor relief was undoubtedly higher during these ten years, 
these factors alone do not seem sufficient to account for the fall 
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in savings bank figures. It is more likely that savings bank 
deposits were once again affected by the level of interest rates 
and the competition of other forms of thrift. The 2| per cent., 
which was so attractive during the nineties when Consols were 
at their peak, became much less so as the century advanced. 
Societies and individuals who had an eye to the yield on their 
savings tended to look for alternative investments and kept 
smaller balances in their savings bank accounts. The competi- 
tion of Local Authorities and joint-stock banks has already been 
mentioned. Some of these savings no doubt went to building 
societies, which added over ^(^15 millions to their share capital 
and deposits in ten years. The share capital of co-operative 
societies increased by ;£‘4, 272,000. More striking were the 
advances made by industrial assurance societies which, despite 
a good deal of criticism of cost of administration and lapsing of 
policies, were showing how much the working classes were pre- 
pared to pay to ensure a respectable funeral, provided collectors 
called regularly for the premiums. The industrial life funds 
more than doubled in the period, rising from 3(^20,478,000 in 
1900 to ^£'45,872,000 in igro, an increase of 
Savings banks could not afford to pay collectors. A few experi- 
ments were made in voluntary house-to-house collections, 
notably the collecting savings banks sponsored in London by 
the Charity Organization Society and in Glasgow by the Social 
Service Society and Queen Margaret College Settlement — 
forerunners of the Street Savings Groups of the nineteen- 
forties — but these were comparatively small in their scope and 
results- 

Forty million pounds, however, was after all a healthy addi- 
tion to savings bank balances, even if it did not represent as 
much as would have been produced by compound interest at 
2^ per cent, on the capital at the beginning of the century. Of 
the 3^40 millions, ;?£33,340,ooo was the share of the Post Office, 
which was still progressing at a far higher speed than the 
1 rustee Savings Banks. Not only was the State Savings Bank 
enlisting support from the country districts, but it was now the 
only savings bank in some large cities, such as Birmingham and 
Bristol, and was establishing a strong hold in London and those 
populous southern counties in which the Trustee Banks had 
largely abdicated. 
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In many districts the two banks were to some extent com- 
peting against each other, but there was no real antagonism. 
The active Trustee Banks knew that they had little to fear from 
competition, so long as they could give ampler facilities for 
withdrawal, greater personal service and a ratlier higher rate of 
interest in their special investment departments. Transfers 
between Post Office and Trustee Savings Banks were already 
favouring the latter. The trustees and actuaries realized equally 
clearly that the Post Office Savings Bank was covering ground 
which they could not possibly cover and wished it well. There 
were occasions when the Trustee Savings Banks, still apt to be 
overlooked in official and government circles, thought that the 
Post Office Savings Bank was the ‘spoilt child of the State’, as 
one actuary put it. It was given exclusive privileges for receiv- 
ing deposits of workmen’s compensation money in 1907 and the 
following year the Public Trustee was authorized by Parliament 
to make deposits in the Post Office without regard to the ordi- 
nary limits. Such concessions no doubt resulted in very large 
deposits not available to the old banks and so accelerated its 
growth, but the figures of progress of this huge centralized 
institution effectively answered the less responsible criticism of 
Mr. Farrow and other critics of state enterprise. By 1911 the 
Post Office had nearly 8^ million active accounts, a fine record 
on the jubilee of Mr. Gladstone’s great venture of 1861. In 
fifty years its beneficent work had made it a household word. 
It has provided a model for State Savings Banks throughout the 
world. 

The Trustee Savings Banks’ share of the millions increase 
between 1900 and 1910 was about millions — equal to about 

13 per cent. The population had increased by some 3I millions 
or about 9 per cent., so the old savings banks could feel reason- 
ably well satisfied. The most encouraging features were that 
£/[. millions of the millions had been added in the last three 

years and that the active accounts had risen by 1200,000. In 
1910 the Trustee Banks held £^^y 22 T^oooo{ cash and ^^2,670, 000 
of stock for 1,827,000 depositors. Women and children were the 
most numerous of the depositors, but the great majority of these 
were the wives, widows, and children of those wage-earners in 
whose interests the savings banks had carried on their work for 
a century. The low limits of deposit and the rising rate of 
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interest on other securities (Consols fell steadily from over par 
early in igoo to under 8o at the end of igxo) could hardly 
tempt the wealthier members of the community to patronize 
the savings banks during these years. It is true that a large 
section of the wage-earners, particularly the unskilled labourers, 
was still littie touched by savings bank activities. It was, how- 
ever, extremely fortunate that the framework of a National 
Savings Movement was in good working order before the out- 
break of a World War which called for unprecedented efforts 
by the small saver. 

The Trustee Savings Banks did not fail to observe the year 1910 
as the centenary of the opening of Dr. Duncan’s Savings Bank at 
Ruthwell. This recognition of Dr. Duncan as the real founder 
of the movement was generously made at the instance of the 
Savings Bank at Edinburgh, the seat of the chief opposition to 
his claims nearly a hundred years earlier.* The actuary, Mr. 
Alexander Cargill, was a keen student of savings bank history 
and his articles on the celebration and the handsome centenary 
volume he subsequently compiled helped to make known to a 
wider circle the great work performed by Trustee Banks since 
Dr. Duncan’s day. The Edinburgh trustees invited to a cen- 
tenary conference and banquet not only representatives of the 
British savings banks but of those in the Dominions and in many 
countries in Europe and America. Many came from a distance, 
from the Savings Banks of Paris, Lyons, Bordeaux, Brussels, 
Amsterdam, Rotterdam, Neuchatel, Sydney, Melbourne, 
Auckland, Philadelphia, Brooklyn, and New York; others sent 
messages. The deatii of King Edward VII, which occurred 
when the arrangements were far advanced, unfortunately pre- 
vented many well-known visitors from attending, including the 
Archbishop of Canterbury, Lord Rosebery, the Secretary for 
Scotland, and the Postmaster-General. Their places were taken 
by distinguished citizens of Edinburgh — the Lord Provost, the 
Lord Justice-Clerk of Scotiand (Sir John Macdonald), Lord 
Salvesen of the Court of Session, the two Moderators of the 
Church of Scotland, Principal Whyte, and others. But once 

* In 1946 the Edinburgh Savings Bank took a leading part in com- 
memorating the centenary of Dr. Duncan’s death by organizing a pilgrimage 
of representatives of British, Dominions, and European Savings j^nks to 
Ruthwell. 
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again the limelight was on Sir Albert RoUit, whose accumulated 
knowledge of the history and structure of the old banks kept a 
distinguished company interested and amused for a long time. 
It certainly was, as the Archbishop of Canterbury suggested in 
his letter apologizing for his absence, *one of the centenaries 
which certainly ought to be celebrated’ if only to ‘show our 
gratitude to the people who set us on the right way’. Lord 
Rosebery wrote: ‘Let the spirit of Duncan of Ruthwell speak 
once more among us. For thrift is at the root of independence 
and self-respect, two vital principles in our national life, more 
especially in the life of an ambitious and aspiring people like 
ours.’ This tribute to Dr. Duncan was heard by two of his 
great-granddaughters, present at the celebrations — one of whom, 
Mrs. Sophy Hall, had written an attractive short life of her 
distinguished ancestor. Even if savings banks, Trustee and Post 
Office, had not fulfilled all the ambitions of their promoters and 
supporters through the century, they had at least collected 
nearly ;£‘250 millions of small savings and laid sound founda- 
tions for the spectacular development of the National Savings 
Movement during the next decade and after. 



Chapter XVI 

THE FIRST WORLD WAR 

T he year 191 1, in which Trustee Savings Banks started on 
their second century with greatly improved prospects and 
the Post Office Savings Bank celebrated its jubilee, also 
saw the passing of the first National Insurance Act. Although 
no revolutionary change in the public attitude to thrift was 
apparent, there is no doubt that a big alteration in emphasis on 
the reasons for saving began to be noticed about this time. 
Throughout the first century thrift had been mainly advocated 
as the only alternative to the Poor Law. ‘Save for your old age 
and escape the workhouse* was implied in most thrift propa- 
ganda. ‘Put a little bit awa-a-y for the rainy day, for the sun 
won’t always shine’ was the advice given from the boards of the 
music hall. In sickness and unemployment the improvident 
must either look to the help of relations or neighbours or 
submit to the stern necessities of indoor relief or, at best, the 
subsistence allowance which would be given at home to those 
who performed a labour test. The feeling that any departure 
from this attitude would sap the spirit of independence had 
been strong ever since the Poor Law Commission of 1834 had 
pointed out the dangers of a Speenhamland system. So the 
Betty Higdens had continued to find ways of evading the 
relieving officer and hundreds of thousands had saved small 
sums through the savings banks or paid their contributions to 
friendly societies, trade unions, and industrial assurance 
societies to tide over short periods of adversity or avoid a 
pauper’s burial. It was a hard and rather joyless motive for 
providence. It was, moreover, manifestly impossible for most 
of the wage-earners to save sufficient to provide adequately out 
of their wages for prolonged unemployment or for the years of 
retirement. And there was more than a suspicion that some of 
those who talked most loudly about the need for inculcating a 
spirit of independence were really concerned to keep the poor 
rate and national taxation at the lowest possible level, in the 
belief, no doubt, that this was in the best interests of the country 
as a whole. 
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The widespread belief that a change in the attitude of the 
State to the relief of poverty was overdue undoubtedly contri- 
buted to the Liberal Party’s triumph in 1906. The new Govern- 
ment did not, it is true, subscribe to the doctrine of the break-up 
of the Poor Law advocated by the Sidney Webbs, but a mild 
experiment in the state feeding of schoolchildren in 1906 was 
followed by the first Old Age Pensions Act of 1908, which in the 
course of four or five years produced a million state pensioners 
receiving a maximum of 5J. a week. Now in 191 1 the insurance 
principle was to be tried out in cases of sickness and, to a very 
limited extent, in cases of unemployment. Genuine forebodings 
were often difficult to distinguish from Party recriminations. 
‘There never was a less promising outlook for thrift’, wrote Lord 
Rosebery to the Edinburgh Savings Bank in June 1910. 
‘Grinding taxation and a total disregard for economy in public 
affairs offer nothing but discouragement for thrift. Moreover, 
everything points to further burdens and nothing to any spirit 
of saving or retrenchment. In private life, too, luxury and the 
passion for pleasure disdain thrift.’ 

There were naturally Jeremiahs to be found in the ranks of 
savings bank trustees and actuaries. Mr. Alexander Cargill of 
Edinbur gh, for instance, suggested that the motto for the new 
philosophy was ‘Take no thought of to-morrow for I, the State, 
will provide’. ‘Will this new and untried scheme of Old Age 
Pensions’, he asked, ‘discourage those good old habits of thrift 
which our forefathers practised with so much patience and 
endeavour?’ He gave no direct answer, but his apprehensions 
were made clear enough. ‘Take away that chief spur to all 
thrift — provision for the rainy day — ^whatever form it takes and 
whether it comes before or not till the age of sixty-five or seventy, 
and you will expose the national as well as the individual life 
and character to a crowd of influences which, even under the 
best conditions, are prone to be hurtful.’ He suggested that the 
contributory principle should be introduced into the Old Age 
Pensions system, for the working classes were better off than ever 
before. They owned nearly £^00 millions of capital through 
their various thrift agencies and the average wealth per head 
of population, which had grown from £220 in 1872 to 3^^320 in 
1908, was the highest in any country in the world. Like Lord 
Rosebery, he bewailed the increased spending proclivity of the 



298 The First World War 

people on drink and amusements. As for Socialism, it was 
incompatible with thrift. ‘A socialist is a person who has no 
savings bank account, but would like one gifted, say by the 
State.’ 

Mr. Cargill’s views must not be taken as representative of the 
general attitude of the savings banks of that day to an extension 
of social services. There was, indeed, a change in the leaders of 
the movement about this time. Rollit and Cameron still 
retained their influence at the helm of the Inspection Committee 
(the former was a strong advocate in Parliament of Old Age 
Pensions), but those who had directed the policy of the banks 
through their own Association during the last generation were 
now giving way to new-comers who were not alarmed at the 
new development. Mr. Leonard Tatham, the Chairman of the 
Manchester Savings Bank, who had guided the Trustee Savings 
Banks Association since its formation in 1887, retired in 1912. 
Mr. W. P. Park, his successor as Chairman of the Association, 
a member of one of the best-known Preston families, whose 
service to the savings bank movement was even longer, resigned 
from the chairmanship in 1915. Among the actuaries, Stewart 
of Manchester retired in 1911, after seventeen years’ service as 
honorary secretary of the Trustee Savings Banks Association. 
Roper of Preston had died in 1908 after eighteen years as an 
honorary official of the same Association. Fullerton of Hull, a 
sturdy Yorkshire individualist, who had done much to build up 
the Hull Savings Bank and believed as strongly in co-operation 
within the savings bank movement as in independence from 
outside interference, celebrated his jubilee as a savings bank 
official in 1912. Jaffrey was still in his prime at Aberdeen and 
other young actuaries whose views on general as distinct from 
local problems were beginning to be listened to included Crane 
of Chester, Barclay of Perth, Mallaband of Sheffield, and 
Aiiderson of Preston. 

T am not at all opposed to State action,’ said Mr. Jafirey in 
1910, ‘but what I fear is that an overweening and exclusive 
dependence upon State action for social betterment may 
weaken, wd eventually destroy, all social efforts of an individual 
voluntary character.’ He noted, however, that State Old Age 
Pensions had not had a demoralizing effect in Denmark. What- 
ever the fears might have been in this country, the savings banks 
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had not so far suffered from the operation of the Old Age 
Pensions Act. Some said they had materially benefited. As for 
state insurance, ‘We may have to admit with sorrow that 
compulsory thrift is after all preferable to no thrift at all.* 
Summing up his review of recent developments, Mr. Jaffrey 
said: 

‘To the Savings Banks have come the hard-won earnings of de- 
positors who have scraped and saved to ward off the terrors hitherto 
incident to the common life of the common people ; but even were 
the State to destroy for ever, as seems its present intention, the worst 
of those terrors, the incentive to save would not, in my opinion, be 
diminished, but would, on the other hand, be very sensibly increased, 
for it is not to be supposed that the better part of life consists in a mere 
struggle for bread to eat. But this larger, fuller life which we wish 
for all is yet far off, and the struggle of the majority to procure a 
mere existence must remain with us as a social problem for genera- 
tions to come.* 

This more hopeful and statesmanlike outlook received support 
the following year in a ‘Note on the probable stimulus to thrift 
which the operation of the National Insurance Bill would effect’, 
which was embodied in the Association’s Minute Book. It was 
drawn up by Mr. W. A. Barclay of Perth and seems to have met 
with a good deal of support. 

Tt might be supposed that with the advent of old age pensions, 
and the promise very shortly of a wide measure of insurance against 
sickness and unemployment, a blow would be struck at the principle 
of independent saving. Some might even think that a premium is 
being placed on improvidence by thus supplying the needs of the 
thriftless. A litde serious reflection, however, will convince anyone 
that these new measures will have the very opposite effect. 

‘The fundamental cause of much of the thriftlessness and shifdess- 
ness which undoubtedly exist among large sections of the population 
is the utter hopelessness in which many of them live, and it is pretty 
well certain that the measure which it is now contemplated to place 
upon the Statute-book, after careful revision and modification, will 
go far to counteract this baneful state of affairs. 

‘The chief virtue of the Bill is that it will give assurance to every 
man that, so far as the necessities of existence are concerned, they are 
his for life, and the feeling of security thus engendered will have the 
effect of causing large numbers of men to enter the ranks of the in- 
dustrious as contented and self-respecdng citizens, instead of drifting 
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into the improvident class, as many of them do at present. These 
men, with a new hope in their lives, will become a strength instead of 
a menace and weakness to the State, a priceless asset instead of a 
burden and a charge. 

‘A new and very general desire will arise among men to augment 
the State allowance, which is theirs in certain emergencies, by some 
extra effort of their own, for they will have the State’s assurance that 
sickness and unemployment, the grim spectres which have hitherto 
confronted the working man, will not rob them of a penny of their 
savings. 

‘This view is supported by the well-attested circumstance that 
large numbers of savings bank depositors arr drawn from the mem- 
bership of Friendly Societies. It is, therefore, quite a reasonable 
inference to conclude that, as the thrift habit fostered by the Friendly 
Societies induces men to increase their benefits by opening accounts 
in the legalised banks for saving, so it may be taken that the healthy 
influence upon the people as a whole following the expansion of the 
Friendly Society principle embodied in the Bill will have a similar 
beneficial effect.’ 

The following years showed that this optimism was justified. 
This was the common testimony of savings bank officials who, 
through their close contacts with the individual depositors, were 
in the best position to judge. The figures also support this view. 
The cash balances due to depositors rose steadily during the 
years before the outbreak of war. 



Trustee Savings 
Banks 

Post Office 
Savings Bank 

Total 


£000 

£000 

£000 

I9II 

65.237 

176,518 

241.755 

1912 

67,198 

182,104 

249,302 

1913 

68,620 

187,240 

255,868 

19*4 

69,522 

190,533 

260,055 


The years were not particularly favourable to thrift. The 
year 1910 saw the great crash of the Charing Gross Bank, which, 
despite the criticisms of Truths had managed to impose on about 
2,500 depositors and to lose many hundreds of thousands of 
pounds of working-class savings. In the following year was the 
national coal strike and the violent political agitations over the 
Parliament Act. Home Rule, votes for woiheji, together with 
the increasingly threatening international outlook, disturbing 
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to the sensitive financial machine, were discouraging features to 
set against improved trade and better wages. 

Interest rates were steadily rising, owing mainly to the 
increasing needs of the State for capital for defence, Irish Land 
Purchase, and other commitments. The 2\ per cent, offered by 
the savings banks was no longer as attractive as of old. The 
larger banks were able to meet this situation co some extent 
through their investment departments and by 1913 seventeen 
of the thirty-seven banks operating these departments had 
raised their rate to depositors to 3 per cent. It was not only the 
rate of interest which made the special investment department so 
attractive. It was the fact that its deposits were not liable to 
capital depreciation, but would be repaid pound for pound. 
Investors in Consols had too often a sorry tale to tell. Many had 
invested small sums towards the end of the previous century 
when 3 per cent. Consols were at par and now not only found 
the interest reduced from 3 to 2f and then to 2J per cent., 
but perhaps a quarter or a third of their capital gone. By the 
beginning of 1913 Consols stood at 75 and during 1914 they 
fell at one time to 69^. The old provision under which they 
could be redeemed at par on one year’s notice no longer 
applied. This caused considerable concern to the savings banks, 
who had been officially encouraged to urge their depositors 
to invest in government securities when they had reached the 
limit of £200 in cash deposits. There was a good deal of 
discussion but no remedy was suggested except to concentrate 
more on developing special investment departments and so 
remove from the small investor this risk of loss of capital he 
could ill afford. 

Sir Albert Rollit did indeed suggest in the course of a long 
letter to The Times on 5 April 191 1, that the Government might 
keep the price of Consols more steady and so increase their 
popularity and marketability by ‘judicious applications of 
Sinking Fund and other moneys under their control’, but 
nothing was done and, until the issue of the War Loans of 1914 
to 1917, government securities were little sought after by the 
small capitalist. The net increase of Trustee Savings Bank 
holdings of government stock between 19 ii and 1914 was only 
£40,000. 

Fortunately, neither market fluctuations nor the political, 
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industrial, or international unsettlement of these years caused 
any serious loss of confidence in the Government or in the 
savings banks. The only instance of temporary loss of confidence 
which is recorded during the years under review was at 
Leicester on the eve of the strike of 1912. A run on the 
Leicester Savings Bank resulted in ^20,000 being withdrawn in 
two days — a large sum in those times. It seems that some person 
or persons had started a rumour that the fall in the price of 
Consols in the national emergency endangered savings bank 
deposits and it needed a reassuring telegram from London 
to stop the ‘run’. The trustees at Leicester offered a reward 
for information as to the source of the rumour but without 
success. 

Strikes and lock-outs were, after £ill, familiar in most districts, 
but no one had any idea what would be the reaction of the 
public to a major international conflagration. Everything 
therefore contributed to make August 1914 an exceptionally 
severe test of the small saver and of the stability of savings bank 
deposits. From the beginning it was obvious that the world was 
entering upon a struggle of far greater dimensions and cost than 
any it had known. The effect of the war on finance could not 
be judged, but the raising of the bank rate, which reached to per 
cent, on i August, the proclamation of a moratorium, the exten- 
sion of the Bank Holiday from the usual Monday, to Thursday, 
6 August, showed that the position was regarded seriously in 
government and banking circles, despite the reassuring state- 
ments and appeals in the Press. 

When the savings banks re-opened on Friday, 7 August, they 
were prepared for a substantial ‘run’ and had taken such steps 
as they could to meet it. To allay the anxieties of any depositors 
who were alarmed at the references to a ‘moratorium’ — strange 
and unfamiliar word — and who did not know that the First 
General Postponement of Payments Proclamation of 6 August 
specifically exempted ‘any payment in respect of the withdrawal 
of a deposit by a depositor in a Trustee Savings Bank’, notices 
from the National Debt Commissioners confirming the safety 
and availability of deposits were prominently displayed. As for 
currency, the treasury notes of and los. had been sanctioned 
by the Currency and Bank Notes Act of 6 August, and postal 
orders had been made legal tender and remained so for six 
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months. But gold was in short supply nor was it easy in some 
places at first to obtain substitutes in sufficient quantities to 
meet anticipated demands. Some banks accordingly had to 
ration their customers by limiting withdrawals to a certain sum 
until Treasury notes became available. In this respect the banks 
in Scodand and Ireland were at some advantage, for the people 
of those countries had for long been accustomed to the ;^i notes 
of the Scottish and Irish banks and had full confidence in them 
even before they were made legal tender for any amount in 
their respective countries by the same Proclamation of 6 August. 

Allowing for the fact that no one had been able to draw 
money for six days and many had very good reasons for wanting 
a litde more cash in the house in a time of emergency, the 
critical day passed off without serious difficulty. There were 
queues at the doors of a number of savings banks, but there was 
no panic and comparatively little nervousness. Most depositors 
readily agreed to limit their withdrawals to reasonably small 
sums to meet current requirements. There was, too, as usual, 
the very patriotic depositor who came ostentatiously to pay in 
substantial sums so as to show any chicken-hearted citizens the 
folly of their ways. It is recorded that when the rush was at its 
height at Hull Savings Bank, a woman pushed her way to the 
counter, carrying a satchel. Making sure that everyone was 
watching, she poured out from the satchel on to the counter ^^300 
in gold. T want to put this where it is safe’, she said in a loud 
voice. Nervousness could hardly survive a sight like that. 

Although a good de2ti of money was withdrawn during 
August, the banks could congratulate themselves on having 
emerged from their greatest test with little disturbance. The 
confidence of depositors had never been in doubt. August is 
a month in which withdrawals often exceed deposits in a normal 
year. The Post Office Savings Bank certainly paid out the 
substantial sum of ;^2,500,ooo in August 1914, but this was not 
alarming in an organization holding £190 millions of money at 
call. In the Savings Bank of Glasgow the excess of withdrawals 
over deposits during the month was just over ;£'i50,ooo as 
compared with about £ 2,000 in a normal August. In the 
Liverpool Savings Bank from i to 15 August the excess of 
withdrawals amounted to about £ 90 , 000 . In Aberdeen during 
the week of the crisis deposits were half and withdrawals 
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double the corresponding figures for the same week of 1913. 
The daily record at Aberdeen may be taken as typical of the 
general reaction of the public. 


Saturday, 1 August 

deposits £ 836 , 

withdrawals £ i ,779 

Friday, 7 August . 


» £14.925 

Saturday, 8 August 

99 £ i ^^9 

,, £*. 93 * 

Monday, 10 August 

99 £i, 945 > 

.. £ 3 .>a 7 

Tuesday, 11 August 

£1^89 

» £>.oio 

Wednesday, 12 August . 

99 £^9^^^9 

£>.246 


Only on the Friday following the long Bank Holiday was the 
situation at all difficult. By the middle of the month normal 
conditions were restored. Some of the withdrawn money (easily 
identifiable) began to come back to the banks. Figures already 
quoted show that, during the year ended 20 November 1914, 
the cash deposits in Trustee Savings Banks had increased by 
over ^^900, 000 and those in the Post Office by millions. In 
the greatest crisis which had yet faced the savings banks, the 
small saver had not faltered nor had the machinery broken down. 

It was some time before the policy of the Treasury on financ- 
ing war expenditure became apparent. The 3(^350 millions 3^ 
per cent. War Loan of November 1914 was indeed the biggest 
single loan in the nation’s history, but it was issued on orthodox 
terms and without very strenuous attempts to court the small 
investor. Indeed, it met with little response from the public and 
a large part was taken up by the Bank of England. The loan 
was issued at 95 and this showed that the cost of government 
borrowing was rapidly rising. The question which was becoming 
vital to the savings banks was w'hethcr the Government was 
prepared to seek their aid in raising money from the small 
saver through their well-known and well-tried machinery, or 
whether a policy of offering new attractions in the shape of 
loans at high rates of interest would leave them high and dry. 

If savings bank deposits were to be one of the recognized 
methods of war finance, two questions required consideration. 
Limits of deposit must be removed or, at least, greatly extended, 
and the rate of interest must be kept in some sort of relation to 
the rapidly rising rates on other forms of investment. It was 
not until the war had lasted for over six months that the part 
the small saver would have to play began to be appreciated. 
By the spring of 1915 the probable duration and cost of the war 
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was seen in clearer perspective. The absorption of the unem- 
ployed into war industries and the consequent rise in . the 
national income was driving up both prices and wages. Supplies 
were becoming scarcer. These tendencies became more pro- 
nounced each month, particularly after Mr. Lloyd George 
began his campaign for increased production at the Ministry of 
Munitions in May 1915. The danger of severe inflation was 
apprehended, but the means of controlling it were only partly 
understood and half-heartedly applied. Neither in the severity 
of taxation, the propaganda for national saving, nor the control 
of prices did the 1915 Budget suggest that the urgency of the 
financial position was appreciated. 

An an^ysis of the method of financing the 1914-18 War 
would go far beyond the bounds of a history of savings banks 
and it is only possible to sketch here the main developments 
which affected small savings and the attitude of the Trustee 
Savings Banks to the various important decisions which during 
the next three or four years were to revolutionize the savings 
movement in the United Kingdom. 

It was natural that the first efforts of the banks were directed 
to the increase of limits of deposit. A change was long overdue. 
Since 1S93, when the amount. which could be received from a 
depositor during a year was fixed at wages had risen 
considerably and war conditions were pushing up wages and 
overtime payments to a level hitherto undreamt of. The total 
limit of £200 for a personal savings bank account was even 
more grossly out of touch with the new conditions. But the 
new feature which was threatening to cause an acute crisis, if 
existing limits were retained, was the appeal to the small as well 
as the large saver to invest in government loans. The appeal 
was to patriotism, but also to self-interest, for the yield on the 
loans was much larger than that on deposits. If the Government 
were to insist on taking more water out of the reservoir for their 
own purposes but were at the same time to restrict the inflow to 
a mere trickle, it was clear that the reservoir would soon run dry 
or at least be a poor standby in a prolonged drought. 

Mr. John Mallaband, the actuary of the Sheffield Savings 
Bank, whose shrewd Yorkshire common sense and long ex- 
perience of savings bank problems were invaluable to the 
Trustee Banks during these war years, wrote a personal letter 
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to Mr. Lloyd George on lo May 1915. He pointed out that the 
average working man infinitely preferred a 2 J per cent, deposit 
to a per cent, stock. Full use was not being made of the 
Post Office and Trustee Savings Banks. He could speak from 
experience of the prejudicial effect of the present restrictions. 
If these were removed, there would be a ready response to an 
appeal to savings bank depositors to invest with the Govern- 
ment. Mr. Mallaband’s appeal was wholeheartedly endorsed 
by the Council of the Trustee Savings Banks Association a few 
weeks later. 

Mr. Reginald McKenna had meanwhile become Chancellor 
of the Exchequer and on 28 May he was urged to extend both 
annual and total limits of deposit. 

‘The refusal of deposits has become so marked a feature of the 
daily experience of Savings Banks generally that this Association 
considers it a duty to make an earnest appeal for the removal of the 
restrictions which are so seriously crippling the usefulness of their 
work. The Post Office and Trustee Savings Banks are practically 
the only channels through which the savings of the working classes 
can be invested with the Government and so placed at the service of 
the nation. In the judgment of the Association the removal of the 
limits of deposit would be more appreciated than any means which 
might be taken to facilitate investment in War Stock.’ 

Less than a month after this letter had been sent came the 
second War Loan. The Government decided to raise ;(^6oo 
millions. The size of the loan was staggering, but equally 
alarming was the fact that in little more than six months the 
cost of borrowing had risen from 3 J to 4^ per cent. It was no 
wonder that many savings bank depositors decided to accept 
the extra 2 per cent, which the State was offering them. Money 
began to flow out of the Post Office and I'rustcc Savings Banks. 
At 20 November 1915, the ordinary department balances in 
Trustee Savings Banks had decreased by £2 J millions, notwith- 
standing the annual addition of interest, and the holdings 
of government stock for these depositors had increased by 
/^3,6 i7,ooo. In the Post Office the cash balances decreased 
during 1915 by over millions. Small holdings of govern- 
ment stock on the Post Office Register had risen by over 
£ 2 ^ millions, more than the total amount held on the Register 
at the beginning of the year. The Government was paying 4 J 
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per cent, for many millions which were already at its service in 
the form of savings bank deposits at 2f per cent., and which, 
although repayable on demand, had been proved to be excep- 
tionally stable. 

Mr. McKenna recognized from the first that one of his most 
urgent tasks was to enlist the whole-hearted support of the 
workers to war finance, and that questions such as limits of 
deposit in savings banks were ripe for reconsideration. Once 
his immediate financial worries were met by the success of the 
4i per cent, loan, he immediately set on foot inquiries as to the 
best way of appealing for this support. His first notion was that 
War Loan Bonds of three years’ duration bearing interest 
at 5 per cent, per annum after the first six months might prove 
attractive. He invited views on the suggestion. Many replies, 
critical and constructive, were received. Mr. Jaffrey of Aber- 
deen was outspoken in his criticism of the proposed bonds. The 
5 per cent, interest was no doubt intended to tempt the small 
investor, but the absence of any interest for the first six months 
was an almost fatal objection to those accustomed to get 
interest at once for money on deposit. The effective rate would 
only be 2} per cent, for the first year and 4J per cent, for the 
whole period — not attractive, terms compared with those 
obtainable elsewhere on good security. If savings bank limits 
of deposit were greatly extended or, better still, abolished 
altogether, and the rate of interest offered to savings bank 
depositors was increased to 3I per cent., as much or more 
money would be raised at less cost to the State. Mr. Jaffrey 
was well aware that the Treasury opposition to this method of 
financing the war was grounded on the conviction that deposits, 
as ‘call money’, were less desirable and more hazardous than 
‘investments’. With long experience in savings bank affairs, he 
contested this. 

‘There is no more settled fact in the experience of Savings Banks 
than this — that a deposit or an investment— it docs not matter 
which — once made by the average depositor is a deposit or an in- 
vestment made for good. This feature of permanency is founded 
neither on lack of intelligence nor on a lack of a true conception of 
self-interest, but is based on the ground of long habit accentuated 
by a rooted unconcern towards financial affairs. This fact is borne 
out by past experience which, as regards this point, is writ large in 
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the history of the Banks and which obliges me to conclude that even 
in a crisis of exceptional magnitude only a very small proportion of 
the entire funds in the hands of the Government is uplifted by small 
depositors.’ 

The soundness of Mr. Jaffrey’s views was not fully admitted for 
another quarter of a century. It is true that the sums with- 
drawn from savings banks in the course of any year are con- 
siderable. Much money is paid out on the death of depositors 
or their removal to other districts, withdrawals for holidays and 
at Christmas and New Year, for the purchase of houses and 
small businesses and for many otlier purposes which are a 
normal feature of day-to-day business. But the great majority 
of savings bank depositors do not like to see their savings bank 
balances decrease; they are always trying to build up their 
accounts; and so it happens that, unless they are tempted by 
the offer of high interest rates elsewhere or induced to act 
otherwise by intensive government propaganda, they seldom 
fail, as a body, to increase their assets year by year. Fears of 
the instability of savings bank deposits have always been 
disproved by experience. 

Meanwhile, Mr. McKenna wisely decided that the diverse 
opinions should be sifted by a Committee. The Rt. Hon. Edwin 
S. Montagu, M.P., Chancellor of the Duchy of Lancaster, 
who had served a term as Financial Secretary to the Treasury, 
was appointed Chairman of a strong Committee, whose mem- 
bers included Lord Cunliffe and Sir John Bradbury represent- 
ing the bankers, Mr. Stanley Baldwin, M.P., Sir Halford 
Mackinder, M.P., Sir Christopher Needham, M.P., Cecil 
Harmsworth, M.P., and Sir Frank Goldstone, M.P. The 
Trustee Savings Banks were not overlooked, for Mr. Alexander 
Cargill, whose service in Edinburgh has already been mentioned, 
accepted an invitation to serve. 

The Montagu Committee held its first meetings early in 
December 1915, and before the end of the year was able to 
issue an interim report unanimously recommending the total 
abolition during the war and for six months thereafter of all 
restrictions on the amount which could be deposited in the 
savings banks. Mr. McKenna acted immediately and an Order 
embodying the recommendation was issued on 31 December 
1915. Thus within the space of a few weeks one of the greatest 
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and most far-reaching changes in the history of savings banks 
was carried through unopposed and with little comment. The 
irksome restrictions which had hampered the development of 
thcJ banks for a century and more, particularly during the 
preceding generation, were swept away by a stroke of the pen. 
It is true that an annual limit was reimposed after tlie war, 
but the total limit of deposit was not reintroduced* and the 
figure of ;£‘500 which was eventually fixed as the annual limit 
was one which the savings banks themselves had never dared to 
suggest in the days of their earlier agitations. The full effects 
were not felt for some time, for the concession did not reflect 
any change in the general attitude of the Treasury, which was 
still to discourage deposits at call in favour of longer term in- 
vestments at comparatively high yields. This policy was on the 
whole supported by the Montagu Committee. It began by 
recommending the issue of small denominations of Exchequer 
bonds to be placed on sale at all Post Offices. Two series of 
these bonds, of which the smallest unit was were on sale in 
1916, bearing interest at 5 and 6 per cent. Some millions 
was raised in this way. 

Four weeks later, on 26 January 1916, the Committee issued 
its final Report. It was an historic document, for out of its brief 
recommendations arose the nation-wide War Savings Move- 
ment and the Savings Certificates which were to become so 
popular a security for rich and poor alike. The Report was 
short. The needs of the small investor were accurately and 
simply stated. He wanted a security whose capital value would 
not depreciate. He must have easy facilities for withdrawal. 
He should feel that he was earning as much money as the large 
investor. The first two conditions had, in fact, been the basis 
on which the savings banks had built up the country’s small 
savings. The third had been the principle which had guided 
Parliament in the early years of savings banks. The view put 
before his colleagues on the Committee by Mr. Caigill was that 
all three conditions could be satisfied if savings bank deposits 
could be accepted at higher rates of interest. This was the 
opinion of most of the Trustee Savings Banks, though there was 
not sufficient prospect of unanimity in matters of detail to 

* A total limit of deposit was restored on i Jan. 1946. The figure was 
fixed at ,(^2,000. 
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enable them to frame an agreed memorandum in the few weeks 
before the Report was issued. The Montagu Committee re- 
jected the suggesdon.' 

'Although per cent, might appear to be a low return upon 
money payable on demand under the condidons of the present 
moment, it must be remembered that insdtudons such as the Sav- 
ings Banks cannot adjust their rates from time to time according to 
prevailing market condidons, but must adopt a rate which, taking 
one period with another, will preserve its financial stability. The 
experience of the past has shown that 2 J per cent, is fully as high a 
rate as the State can afibrd to pay under these conditions, and having 
regard to the fact that Savings Bank depositors as a class look to the 
safety and accessibility of their capital much more than to the inter- 
est paid, we do not think that a case has been made out for increasing 
it. We are confirmed in this conclusion by the consideration that, 
even if the policy of increasing the rate resulted in large new deposits, 
the possibility of large withdrawals after the war might be a serious 
embarrassment to public finance; and though we think that the 
right to withdraw on demand is essential to the popularity of any 
scheme for attracting working-class savings, we consider that the 
exercise of the right should be discouraged by making the terms of 
withdrawal before the end of a fixed period less attractive than those 
of continuing the deposit to the end of the period.’ 

They therefore recommended the issue of a new form of 
government security. Small sums were to be accumulated until 
they reached 15J. 6rf., when ‘War Savings Deposits’, or War 
Savings Certificates, as they were called when first launched 
on 19 February 1916, would be issued, entiding the holder to 
receive £i at the end of five years. This was equivalent to 5 per 
cent, compound interest and this new feature of accumulating 
interest, which could only be obtained on the sale or redemption 
of the security, made it inevitable that the security should be 
tax free. The Committee recognized that a tax-free investment 
at 5 per cent, would make a great appeal to people in the higher 
income ranges and so proposed that purchase of the certificates 
should be confined to those whose total income did not exceed 
£300 a year. It soon proved, however, that it was not possible 
in practice to apply such a means test satisfactorily and this 

* Two members signed a reservation advocating a more remunerative 
scheme to attract small savings under which 5 per cent, would be paid on 
deposits withdrawable at three months’ notice. 
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proviso was abandoned four months later. No person was to be 
allowed, however, to hold more than 500 certificates. 

Even more important, in the history of small saving, than the 
introduction of this novel form of security were the Montagu 
Committee’s recommendations on the organization of the 
Savings Campaign and on publicity. Comparatively little had 
previously been done in the direction of national publicity. The 
Trustee Savings Banks had issued local leaflets and reports and 
had held meetings, but they were not able to bear the expense 
of more than very limited advertising. The Post Office had 
issued occasional brochures giving particulars of its services and 
had carried out a small amount of general propaganda. But 
there had been a feeling that all such advertisements must be 
decorous and restrained. Some tentative experiments in thrift 
publicity were made during the first eighteen months of the war, 
sponsored by the ‘United Workers’ and the Parliamentary War 
Savings Committee, but these had not achieved more than a 
very limited success through meetings, lectures, and the estab- 
lishment of local thrift committees. A vast publicity campaign 
of the kind now needed to awake the nation to the urgency of 
the new situation, created by a world war costing millions of 
pounds a day, could only be undertaken by a body which had 
the benefit both of experience of up-to-date publicity methods 
and of the financial backing of the State. The Report, there- 
fore, recommended the setting up of two Committees — one ‘to 
undertake propaganda work and to promote the formation of 
agencies and investment societies’ and another ‘to advise upon 
and approve the financial details of schemes for Investment 
Societies and to supervise their working’. Both Committees 
were separately constituted, but in April 1916 it was decided 
to merge them in one ‘National War Savings Committee’. 

This Committee which, with its sister Committees in Scotland 
and Ulster, may be referred to for convenience as the Nati6nal 
Savings Committee — the name later assumed by the English 
and Welsh body — ^set to work with great energy and enthusiasm. 
Under the guidance of the distinguished nominees of the 
Treasury who controlled its operations, including Sir Robert 
Kindersley and Sir Theodore Chambers, and with the aid of a 
salaried staff, a start was at once made in the formation of local 
Savings Committees all over the country. There was a very 
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general and willing response, particularly from Local Authori- 
ties, who usually took the initiative in forming the Committees 
and often lent rooms and staff to carry on the work. The 
National Savings Committee then evolved certain official 
‘schemes’ for popularizing the new War Savings Certificates and 
promoting their sale through ‘Savings Associations’ in schools, 
places of employment, churches, and social organizations. By 
the end of 1917 there were no less than 30,000 War Savings 
Associations. 

How did the Trustee Savings Banks react to this develop- 
ment? They were naturally very disappointed that the Montagu 
Committee had rejected their proposal for a higher rate of 
interest to savings bank depositors. A strong appeal for recon- 
sideration of this decision was sent to the Chancellor of the 
Exchequer and members of the Committee in April 1916. It 
was argued that an increase of a J per cent, to savings bank 
depositors was fully justified as a war measure and would not 
produce the ‘serious consequences’ which the Committee feared. 
Savings bank interest had been adjusted before at the instance 
of the Government and there was no reason why it should not be 
adjusted again. 

‘Interest is the inducement to attract capital, both large and small. 
The Government is borrowing money at something over 5 per cent, 
for terms of 3, 6, 9, and 12 months, while per cent, only is offered 
to Savings Bank depositors for money at call. It is strongly urged, 
therefore, that the discrepancy in the rates of interest for money fixed 
and money at call in the Savings Bank should not diverge so much 
as to be in the ratio of 5 to 2 J. The small rate of 3 per cent, now 
suggested as a reasonable concession to Savings Bank depositors has 
been arrived at in order that it may not compete unduly with other 
interests and is the rate Commercial Banks are generally offering in 
their Savings Departments. Co-operative Societies, Building So- 
cieties, and kindred institutions are offering considerably higher 
rates. In the experience of the Savings Banks dissatisfaction with 
the present rate of interest is being expressed by depositors. The 
present rates of interest reverse the principles on which all Savings 
Bank legislation has been enacted hitherto, namely, the encourage- 
ment of thrift among those of small income by offering liberal terms. 
Savings Banks at this time should not be looked upon as sources of 
profit and revenue to the State. Whatever else is taxed, no levy 
ought to be made on thrift,’ 
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The reference to a ‘levy on thrift’ reflected the changed condi- 
tion of the ‘Fund for the Banks for Savings’ since the days now 
long past when a deficiency to be made good by the State was 
so frequently reported to Parliament. During the eight years 
from 1909 to 1916 there had been annual surpluses in the Fund 
of substantial amounts. Half these surpluses, amounting to 
;(^I5I,829, had been paid over to the Treasury, which was thus 
making a profit out of Trustee Savings Bank depositors. In 1917 
the Treasury received no less than ,(^73,8 1 8 from the same source.* 

Mr. McKenna was not, however, willing to reverse the 
decision he had already reached as a result of the recommenda- 
tion of the Montagu Gonunittee and these and other representa- 
tions on the same subject were rgected. The savings banks, 
therefore, found themselves regarded largely as a convenient 
medium for enabling the public to buy the various high- 
interest-bearing war loans, bonds, and certificates which were 
presented to the public with the full accompaniment of a 
patriotic appeal. Despite great stafiing difficulties, they under- 
took this work efficiently and without complaint, though at 
times their efforts only served to reduce their own management 
income which, of course, varied with the size of their balances 
invested with the Debt Commissioners and was proving increas- 
ingly inadequate as prices and salaries rose, llieir depositors 
were faithful to them, choosing to make their investments and 
buy their certificates through the savings banks; many of them 
showed throughout the war their preference for savings bank 
deposits available at call. Ordinary department balances 
actually grew by ;^2, 371,000 during 1916, thanks largely to the 
abolition of limits of deposit, and, although the following year 
showed a decrease of ,(^1,434,000 owing to the great popularity 
of the 5 per cent. War Loan, there was another great leap 
forward in 1918 with a record increase of ;C8,633,942, bringing 
the sum due to depositors in this department to ^(^60,984,000. 

Most of the banks tried to establish friendly relations with 
the new Local Savings Committees. The degree of co-opera- 
tion naturally varied in different districts. There were plenty 
of opportunities for misunderstandings. An entirely new body 
had entered a field previously occupied exclusively by the 
savings banks and had started forming associations sometimes 
* See Appendix IV. 
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in direct competition with existing agencies. Its great energies 
were directed, with full Treasury approval, to popularizing the 
new Savings Certificates, and many people were naturally led 
to believe that the buying of these Certificates was the only way 
in which the small saver could fully support the war effort. 
The savings banks were largely ignored in national publicity. 
It was, perhaps, too much to expect that the older institutions 
would welcome the new-comers with open arms. In some 
districts incidents led to a feeling of grievance which lasted 
many years, but good sense prevailed in most cases and co- 
operation became closer as the months and years passed. In 
August 1917 the Trustee Savings Banks Association could 
report: 

‘The Trustee Savings Banks have been actively associated with the 
work of the War Savings Committees in their different localities and 
notably in the issue of War Savings Certificates. In this connection 
the Council desire to call attention to the recently issued first Annual 
Report of the National War Savings Committee, whose strong 
appeal to the patriotism, prudence and intelligence of the people, 
supported by the active propaganda work of the War Savings Asso- 
ciations, has led to such good results. Whilst in some cases it may be 
found that this national thrift campaign has affected the deposits of 
the Savings Banks, the Council feel assured that the outcome of such 
a movement will be a permanent extension of saving habits amongst 
the people, which should ultimately add to the prosperity and use- 
fulness of the Banks.* 

It is easy to see now how friction could have been avoided and 
a really national appeal launched. But the whole new machine 
was hastily devised as a matter of urgency in the middle of a 
war. Its promoters deserve the greatest credit for so quickly 
organizing a huge army of voluntary workers and so harnessing 
the willing efforts of millions to the mammoth war-finance 
machine. The school teachers were outstanding in their 
support. The comparatively smooth working of the same 
machine at the next crisis in 1939 showed that the lessons of 
early mistakes had been learnt during the intervening years. 

Over fifty-four million War Savings Certificates were sold 
during 1916, raising over ^^42 millions. In 1917 the net sales 
produced nearly £63 millions and in 1918 about 102 millions. 
They thus accounted for about £207 millions out of the £433 
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millions which had been estimated as the contribution the 
small investor to war finance from August 1914 to December 
igi8. It must, however, be remembered that the purchases of 
Savings Certificates by the wealthier members of the community 
are included in these figures. 

The year 1917 saw a general stepping up of the pace of 
savings publicity. Mr. Bonar Law, who had succeeded Mr. 
McKenna at the Exchequer, launched the great 5 per cent. 
War Loan early in the year. Although the Loan was issued 
below par and the effective yield was 5J per cent., he courage- 
ously told the country that this was as high a rate as they were 
likely to get and that if they did not subscribe on these terms 
the ‘resources of civilization were not exhausted’. From this 
time interest rates on government borrowings ceased to rise and 
even became easier, particularly on short-term borrowing. The 
response to the 5 per cent. Loan was remarkable. Over 1,000 
millions were raised. Most of it was, of course, ‘big money’, but 
the small investors’ effort was not inconsiderable. The savings 
banks were the scenes of almost unbelievable activity. People 
filled the ofiices and queued up in the streets to put their bit into 
the new Victory Loan. The depleted staffs were in many cases 
literally overwhelmed by the volume of business. They worked 
on through the nights trying to cope with this great public 
stampede and its consequences. Many an office failed to strike 
a balance at the end of those strenuous days, but the depositors 
all received their treasured War Loan Certificates in due course. 
After this experience it was a relief when the Treasury decided 
to institute a system of continuous borrowing by issuing 
National War Bonds ‘on tap’. This relieved the banks of times 
of acute pressure, though staffing difficulties became even more 
acute as the demands of the war thinned out still further the 
numbers of experienced officers. At about the same time a 
Director of Publicity for the War Bonds Campaign was ap- 
pointed. Sir Geoi^e Sutton, who was appointed to this post, 
was Chairman of the Amalgamated Press. Not only did news- 
paper advertising become much more widespread and dramatic, 
but tanks toured the country, raising huge sums in ‘Tank 
Weeks’. -Other special weeks were arranged with a host of dif- 
ferent publicity devices and ‘stunts’, which finally and com- 
pletely destroyed the old traditions of restrained and dignified 
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advertising. There is no doubt that these methods succeeded 
in making the public thrift>conscious to an extent which it would 
have been difficult to secure by less spectacular methods. 

During 1917 the amount of government stock held for de- 
positors on the Trustee Savings Bank Registers increased by 
247,065 and during 1918 by a further ,{^4,289,291. Whereas 
in 1914 the total holdings of government stock and bonds 
by Trustee Savings Banks was ;C2>696»3045 by 1918 it was 
1 ,32 1 — over eight times as much. The small holdings of 
stock on the Post Office Register were naturally far more sub- 
stantial. They rose from ;^26,576,ooo at the end of 1914 to 
£185,682,000 at the end of 1918— a sevenfold increase. These 
figures exclude the holdings of War Savings Certificates. These 
Certificates were not held on any Register, like government 
stock ; their issue led to the formation of a huge new government 
department to keep the necessary records. The proceeds from 
their sale were paid direct into the Exchequer and money 
required for their repayment with interest came out of the 
Exchequer. 

This very brief survey of the small saver’s part in the First 
World War omits two important developments — the reorgani- 
zation under closer state supervision of the special investment 
departments of Trustee Savings Banks and the establishment of 
a Municipal Savings Bank in Birmingham. 

The determined fight by the old savings banks for freedom 
to make special investments has been described in a previous 
chapter. The departments had been carefully administered 
and the investments — ^mainly in local mortgages on the security 
of the rates — had been well chosen by the trustees of the banks, 
who knew the Local Authorities concerned and many of whom 
were men with an intimate knowledge of finance and invest- 
ment. Owing to the embargo put on the opening of new special 
investment departments between 1891 and 1904, many of the 
banks had only had a few years’ experience of the departments 
and little time in which to build up substantial reserves. What 
had not been foreseen and could hardly have been foreseen was 
a sudden and prolonged change from a 3 to a 5 or 6 per cent, 
level of interest, involving a corresponding depreciation in the 
value of old investments. These conditions completely altered 
the appearance of the balance sheets of many very respectable 
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and long-established financial institutions. The special invest- 
ment departments were, in a sense, less vulnerable than many 
other institutions, because the money lent on the security of 
local rates was not subject to depreciation in the same way as an 
irredeemable security like 2} per cent. Consols. The capital 
would be repaid in full on the due date. Nevertheless, on a 
strict accounting basis, these securities as well as the government 
stocks and other marketable investments had to be written down 
to the new values and some of the investment departments 
could not stand such a drastic loss, though the loss was admittedly 
a paper one, most unlikely to afiect depositors unless they com- 
pletely lost confidence in the banks. The departments were also 
faced, as a result of the war, with periodical heavy demands by 
depositors to withdraw deposits for re-investment in government 
loans. The National Debt Commissioners were not unwilling to 
help, but it was made quite clear to the banks that help would 
only be given at high rates of interest and that the mere raising 
of these questions would lead to another inquiry into the whole 
basis and raison d’etre of special investments. 

The situation was a delicate one, not only because of the 
imperative need of maintaining confidence, but because the 
banks knew that the existence of these special investment 
departments, free from Treasury control, had never been more 
than tolerated by some of those in authority in Government and 
financial circles. Negotiations, which lasted for many months, 
were conducted by representatives of the Trustee Banks, the Debt 
Commissioners, the Treasury, and the Bank of England. The 
determination of the Trustee Savings Banks to keep their special 
investment departments was so forcibly expressed that the first 
inclination of the State to take over these departments lock, 
stock, and barrel from the trustees was soon abandoned. To 
secure the maintenance of this valuable branch of their work, 
the banks offered to set up a mutual guarantee fond amongst 
themselves and were prepared to submit to a considerable 
measure of government supervision of their investments and 
administration.,. The solution, which was finally hammered out 
and embodied in the Savings Banks Act of 1918, was one which 
has worked well in practice ever since. Indeed, it may be said 
that the Act, which became law on 18 April 1918, greatly 
strengthened the special investment departments and made 
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them for the first time, so far as the State was concerned, an 
integral part of Trustee Savings Banks, instead of the sort of 
uncontrollable excrescence which the official mind had regarded 
with misgiving. This was achieved by bringing the whole 
business of special investments under the control of the National 
Debt Commissioners. All purchases and sales of securities had 
in future to receive the prior approval of the Commissioners, 
who also obtained supervisory powers over the rate of interest 
payable to depositors and the expenses of management. Their 
right of control was almost unfettered, but in practice the local 
trustees were still free to choose the investments and administer 
the funds and their freedom of action was seldom interfered 
with. Liquidity was enforced by a provision that no investment 
should be repayable later than one year from the date it was 
made, or three years in the case of government securities, or on 
six months’ or shorter notice. These restrictions did not at the 
time create much difficulty. Treasury bills giving comparatively 
high yields could be bought and short-term Treasury bonds 
were plentiful towards the end of the war and for some years 
afterwards. So far as mortgage loans to Local Authorities were 
concerned, most Councils were willing to insert a clause in the 
Mortgage Deeds providing for the repayment of the principal 
of the loan at six months’ notice; in fact, these clauses had not 
been uncommon before the 1918 Act. These years were indeed 
the investor’s paradise and, although during the war years 
little money flowed into the investment departments in view of 
the greater appeal of National War Loans, the Trustee Banks 
were able gradually to build up reserves of great strength owing 
to the steadily rising yield on their investment portfolios. 

The offer of the banks to set up a mutual guarantee fund in 
respect of special investments led to another valuable clause in 
the 1918 Act. The guarantee fund, which was constituted by 
its second section, was composed of all the reserves of both cash 
departments of all banks conducting special investment business 
and the surpluses of Trustee Banks which had closed in the 
past and were still held by the Commissioners. In this way, by 
sacrificing a measure of indep>endence, the banks secured for 
their depositors an almost unassailable position. The Act also 
removed a small but long-standing grievance. Interest had not 
been allowed on bank surpluses held by the National Debt 
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Commissioners which had accrued before 1 880. These surpluses 
were henceforth to carry interest at the same rate as other sums 
invested with the Gk)vernment. 

The contrast between the i8gi Act, which had been aimed 
at curtailing, if not suppressing, special investment departments, 
and the igi8 Act, which embodied such a reasonable compro- 
mise, was a reflection of the progress made in the interv^ in 
strengthening the structure of the banks and the joint machinery 
for handling their common problems. Sir William Turpin, 
Comptroller-General of the National Debt Office, showed at 
this time and later, when he became Chairman of the Inspection 
Committee, that, despite his rather reserved manner, he had 
the welfare of the banks at heart. The Trustee Savings R anks * 
representatives, Mallaband of Sheffield, Jaffrey of Aberdeen, 
and Anderson of Preston, not only conducted the negotiations 
skilfully and realistically, but took great pains to secure for 
these rather drastic changes the general approval of trustees 
all over the country, whose natural inclinations were strongly 
opposed to any extension of government control. 

Had the Treasury taken the occasion of the war conditions to 
fetter or prevent the growth of special investment departments, 
there is no doubt that one result would have been to stimulate 
after the war an almost irresistible country-wide movement for 
municipal banks, for the two slogans, ‘Local Savings for Local 
Development’ and ‘Local Control of Finance means Lower 
Rates’ made a very wide and natural appeal, especially so at 
a time when the cost of local borrowing was very high, judged by 
pre-war standards. Where the local Trustee Bank had a special 
investment department from which loans were made to the 
municipalities, these demands were at least partially met, but 
there were still some great cities without a local savings bank. 
Chief among these was the City of Birmingham. The sad story 
of the closing of the prosperous Birmingham Trustee Savings 
Bank in 1864, as a result of a majority vote of the trustees, has 
already been told.' In igia the Inspection Committee reported 
that an inquiry was received about establishing a new Trustee 
Bank in Birmingham, but ‘the proposal seems not to have been 
pursued’ . Mr. Neyille Chamberlain, to whose efforts tlie starting 
of the Birmingham Municipal Bank was largely due, told a 

' See p. 216. 
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Trustee Savings Bank meeting in 1933 that had there been a 
Trustee Bank in Birmingham in 1917 there would have been 
no municipal bank. 

Mr. Chamberlain’s thoughts first turned to this project in 
1915 when he was Lord Mayor of Birmingham, and was dis- 
satisfied with the machinery which then existed in the city for 
collecting small savings to help the war effort. Civic pride has 
always been strong in Birmingham and the Lord Mayor’s views 
at this time seem to have been influenced solely by the desire 
to see his city’s War Savings effort second to none in the country. 
Municiptil finance did not enter into the question in 1916. That 
was a post-war extension of tlie theory of municipal banking 
which was later to become a political issue largely on party lines. 
‘What was present in my mind at the time’, Mr. Chamberlain 
noted some years afterwards, ‘was that here was a tremendous 
amount of money being paid out in high wages to munition 
workers and others and that, at any rate in our district, there was 
really no opportunity for them to save beyond the Post Office, 
which, for various reasons, had attracted some but not a very 
large proportion.’ In other words, it was the need for a local 
savings bank which appealed to Mr. Chamberlain and his 
colleagues — the need which Trustee Savings Banks had met in 
most of the larger cities and towns. Mr. Chamberlain knew well 
that if a municipal savings bank could succeed anywhere it 
would be in Birmingham with its fine record of municipal 
administration and large industrial population. In April 1916 
he obtained the support of the City Council to a proposal to open 
a municipal savings bank. Work-people were to be encouraged 
to agree to deductions from wages. Money so saved would be 
invested with the Government and depositors would be allowed 
interest at the rate of 3^ per cent. In its original conception, it 
was, therefore, to be a sort of channel for diverting more money 
to the State, sponsored by the Birmingham Corporation and 
with the attraction of a rate of interest in line with war-time 
conditions such as the Trustee Banks had tried in vain to secure 
for themselves. The City Council approved; the Treasury 
was approached for its blessing and, more, important, for 
facilities to pass the necessary legislation. A first Bill, introduced 
in April 1916, would have empowered any Local Authority 
with a population of 50,000 or over to start a municipal bank, 
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subject to treasury regulations, but this met with opposition 
from the joint-stock banks and was not passed. Mr. Chamber- 
lain was not to be deterred and after overcoming many diffi- 
culties he was successful in securing the safe passage through 
both Houses of a ^Municipal Savings Banks (War Loan Invest- 
ment) Act’, which became law on 23 August 1916. But he had 
to pay a high price to overcome what he described as ‘rather 
factious opposition*. The Act and the Treasury Regulations 
which were subsequently drawn up confined the activities of 
any bank established under this statutory authority so drasti- 
cally that it is not surprising that Birmingham was the only city 
which decided to make use of its provisions. The Act could only 
be taken advantage of by cities with a population of a quarter 
of a million. No bank established under its authority was to be 
carried on after three months from the end of the war. Deposits 
could only be received from ‘persons in the employment of some 
other person and made through their employers*. Eighty per 
cent, of the money received was to be invested through the 
National Debt Commissioners in treasury bills or advances to 
the Treasury, and the whole operations, including tlie rate of 
interest to depositors, were subject to treasury regulations. 
Limits of deposit were fixed at the pre-war Trustee Savings 
Bank figure of £ 200 , 

With these hampering restrictions it is a wonder that the first 
Birmingham Municipal Bank made the progress it did. As 
deposits could only be received through employers — a method 
always regarded with suspicion by a considerable section of the 
workers — a system of coupon saving was used. Coupon cards 
and coupons of various values were supplied to firms, which sold 
them to their employees or issued them in consideration for an 
agreed deduction from wages. As soon as the employee had 
accumulated one pound’s worth of these gummed coupons, he 
became an individual depositor in the bank. A whirlwind 
publicity campaign was started and many members of the 
Corporation gave up their time to interviewing employers and 
addressing workers. An energetic staff, headed by the capable 
manager, Mr. J. P. Hilton, carried out the administrative work 
with great enthusiasm. In just over three years £603,319 was 
deposited and £295,709 withdrawn, and valuable connexions 
established with many ffiousands of working men and women 

Y 
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who were to be the backbone of the second Birmingham 
Municipal Bank after the war. Financially, the first bank was 
not successful and finished with a small charge of ^7, 149 on the 
local rates — a deficit soon repaid by its successor. The loss was 
attributed to the restricted investment powers of the National 
Debt Commissioners under the Act. Instead of obtaining from 
the Commissioners the 5 per cent, on their investments which 
they expected, the promoters found that even the original rate 
of 4J per cent, was not maintained but was reduced gradually 
to per cent. The 3^ per cent, offered to depositors, therefore, 
proved too high, but the Corporation did not doubt that, given 
a free hand, they could pay 3^ per cent, and still make a profit. 

The first Birmingham Municipal Bank had been given a 
deferred death sentence at birth, for it had to be wound up 
within three months of the end of the war. The City Council, 
however, had no difficulty in persuading the Local Legislation 
Committee of the House of Commons in June 1919 that they had 
a strong case for starting a new municipal bank to carry on the 
work of the war-time institution. The necessary powers were 
therefore given to them in the Birmingham Corporation Act 
of that year and the new bank was opened on i September 
1919. Though still subject to treasury regulations, the new 
bank had much wider powers — ^very similar powers, indeed, to 
those of the Trustee Savings Banks. The main differences were, 
firstly, that the funds were deposited with the Corporation or 
invested in securities chosen by the Corporation with Treasury 
consent and not sent to the National Debt Commissioners, 
secondly, that the management was vested in the Corporation 
and not in independent trustees, and, thirdly, that power was 
gi\’en and exercised to establish a housing department to lend 
money to depositors for the purchase of homes. 

The story of the very successful early years of the new Birming- 
ham Municipal Bank has been told elsewhere by the general 
manager, Mr. Hilton. It cannot be retold in a short history of 
Trustee Savings Banks. It will be seen in the next chapter that 
the merits of the two forms of local savings banks became the 
subject of much controversy, which led to the appointment of a 
Select Committee some years later. 

How had the war affected the Trustee Savings Banks and the 
small saver? The cash and stock held for depositors had risen 
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from ^^71,342,900 in 1913 to ;C97>633>5o8 in 1918, equivalent 
to a rise of 38 per cent. The number of depositors had risen by 
215,000. There had, however, been a significant change in the 
distribution of the small savings between cash and stock during 
the five years. 

Ordinary department . Increase ,(^6,725,198 

Special investments . Decrease ^^232, 903 

Government stock . . Increase 95798,323 

Much persuasion had turned a number of small depositors 
into small investors. But even the strong patriotic appeal to 
support War Loans and the high yields given on such invest- 
ments had not prevented a satisfactory growth in savings bank 
deposits, the real foundation of thrift. The greater popularity of 
government securities was due not only to the high yield but to 
the fact that the securities were redeemable at par at a not too 
distant date. Not otherwise could the memory of the capital loss 
on 2 J per cent. Consols have been effaced. 

When one reflects on the loss and suffering of a long and cosdy 
war, even a small item on the credit side may be worth record- 
ing in our social history. A twentieth-century Dr. Duncan 
would have been sure of at least one gain. The urge and stress 
of the struggle had added a host of new recruits to the ranks of 
those who had some financial stake in the country. The savings 
movement had begun to make a far more general appeal to the 
workers in industry, skilled and unskilled; children’s savings 
had become a normal feature of school life all over the country 
and not only in those centres where Trustee Banks or the Post 
Office had previously been active in promoting penny savings 
banks; and most soldiers on discharge found that they had at 
least some money in the savings bank in the form of a service 
gratuity to help them restart their civilian careers. The three 
separate sections of the National Thrift Movement now set 
about to consider how they could keep up and, if possible, 
increase these saving habits once the war incentives were 
removed. 



Chapter XVII 

BETWEEN THE WARS 

I N 1919, a hundred and two years after Parliament had 
passed the first Savings Bank Act, the Trustee Savings Banks 
reached their first ^100 millions of funds. During the next 
ten years the cash and stock balances held for depositors rose to 
3^162 millions and by 1939 to ;i^^292 millions. Thus in twenty 
years they had increased by double the amount accumulated 
during the first century. The reserve funds in 1939 were about 
3^1 1 millions, so the total funds exceeded £^^ 0 ^ millions. 

The struggle for recognition and even for existence, which 
has been recounted in earlier chapters, was over. Dr. Duncan’s 
child had developed into robust manhood after several periods 
of ill-health. The prophecies of Mr. Gladstone and others, who 
expected its early demise, had been falsified. The old savings 
banks were now entering on an era of almost uninterrupted pro- 
gress, which need not be surveyed in such detail. But those years 
between the wars had a real significance and some of the principal 
features of this period of development cannot be overlooked in 
any estimate of the position of Trustee Savings Banks to-day in 
the national economy. Their relationship to the national savings 
and municipal bank movements was still unresolved in 1919- 
Large communities were still without a local savings bank. It was 
still uncertain to what extent the Trustee Banks would follow the 
example of the joint-stock banks and form a few large and power- 
ful amalgamated units. Nor was it clear how far new services to 
depositors could be suitably added to the century-old structure. 

The successful solution of these and other problems demanded 
qualities of leadership and initiative of a high order. There 
were certainly times when the difficulties of persuading over a 
hundred independent banks to speak and act as a single body 
proved insuperable, but a review of these years shows the growth 
of a remarkable degree of co-operation and unity of purpose 
expressed through a Central Association which secured a tardy 
recognition from the Treasury in 1919. 

A large part of the credit for securing such a high measure of 
agreement on national policy on the part of many intensely local 
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institutions belongs to Mr. (later Sir) Spencer Portal. A member 
of the well-known Hampshire family, Mr. Portal was appointed a 
trustee of the London Savings Bank in 1914 and had much to do 
with the development of that bank, of which he was chairman 
from 1915 and later president. He first attended a meeting of the 
Trustee Savings Banks Association in 1914 and from that time 
his greatest interest was to develop its influence and, through this 
medium, to extend the usefulness of theTrustee Ban^. His single- 
ness of purpose was aided by great personal charm and courtesy, 
which won for him a unique place in the affection of ihe banks. 

Mr. Portal’s first prominent intervention was in October and 
November 1918, when he outlined at meetings of the Associa- 
tion some of the chief problems which would face the Trustee 
Banks at the conclusion of the war — the plans for the continu- 
ance of war saving, the amalgamation of smaller banks, the 
securing of a larger management allowance on money invested 
with the Government, the extension of the usefulness of the 
Central Association and the improvement of its structure. He 
frankly deplored the inadequacy of the co-operation between 
the banks. He urged that they should appoint a permanent 
secretary and that the large Council, which had been in the 
habit of meeting periodically to discuss common problems, 
should delegate its executive function to a small Committee. 
Above all, he began a campaign, which he pursued almost 
single-handed and with great success during the succeeding 
years, to persuade the leading trustees of the banks to interest 
themselves in the direction of national as well as local policy. 
This was no easy matter, for the honorary trustees and managers 
were all very busy men, leaders of their local communities and 
reluctant to add to their other labours. Consequently, only a 
few of the most enthusiastic of them had been accustomed to 
attend the meetings of the Trustee Savings Banks Association 
and the business had been mainly conducted by the actuaries 
of the larger banks. Mr. Portal gradually impressed upon the 
trustees the importance of seeing that those responsible for the 
control and policy of the local banks should also take a hand in 
deciding the direction of their common advance, the conduct of 
negotiations and the promotion of legislation. His enthusiasm 
was infectious and within ten or a dozen years the meetings of 
the Association had been transformed and much valuable new 
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counsel was added to the movement, contributing new ideas and 
removing causes of friction. 

Mr. Portal became deputy chairman of the Association in 
1919 and chairman in 1923. On relinquishing the chair in 1935, 
he was appointed president. His principal colleague during his 
chairmanship was Mr. W. P. (now Sir Walter) Cobbett, one of 
Manchester’s leading lawyers and philanthropists and chairman 
of the Manchester and Salford Savings Bank. A direct de- 
scendant of George Rose’s old opponent, William Cobbett, the 
bitter antagonist of the early savings banks, Mr. Cobbett, by 
his evidence in support of the banks bcfuie Government Com- 
mittees and his skill in negotiation and the framing of agree- 
ments, had a much more lasting influence on the movement 
than his erratic and distinguished ancestor. To the actuaries 
who had been prominent during the war years and who con- 
tinued to contribute to early post-war discussions — Jaffrey of 
Aberdeen, Mallaband of Sheffield, Anderson of Preston, Crane 
of Chester, and Barclay of Perth — was added in 1924 one of the 
greatest personalities yet produced from the ranks of savings 
bank officials — Thomas Henderson of Glasgow. For many 
years a power behind the scenes in Glasgow, he came to the 
front as one of the statesmen of the movement as soon as he was 
appointed actuary of the great Glasgow Bank in 1924. He had 
the vision and ability of Mr. William Meikle, the real architect 
of the modern savings bank, and for the next ten years was a 
recognized leader in thrift circles in Great Britain and abroad. As 
honorary treasurer and later honorary secretary of the Associa- 
tion, he was an ideal adviser and colleague to Spencer Portal and 
Waller Cobbett. In the thirties this inner Cabinet was further 
strengthened by the inclusion of Mr. W. Louis T .awton, who had 
built up one of the largest and most prosperous Trustee Savings 
Banks in England — now known as York County Savings Bank. 

Although the steadv and increasing progress of the Trustee 
Savings Banks in the twenties and thirties was helped by the 
progressive policy pursued by these men and their colleagues, 
it was due to the interplay of many factors. 

First among these must still be placed tlie increased limits of 
deposit. The hampering pre-war limits had been swept away 
at the end of 1915 by a war-time regulation. No one seriously 
thought that the old limits would be re-imposed after the w^ar, 
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but much depended on the willingness of the Treasury to allow 
generous limits in their place. Some optimists, indeed, thought 
that the days of limiting deposits had passed for good and all. 
Sir Albert Rollit tried to secure this by introducing a one -clause 
Bill to remove the time limit on the abolition of unrestricted 
deposits, but it was evident that the Treasury was not prepared 
to go as far as this. It was still the official view that there was a 
danger in the State accepting unlimited sums at call. It was 
Sir Albert Rollit’s last service to the movement to continue to 
press upon the Chancellor of the Exchequer the claims of the 
savings banks to generous treatment. Concurrently, representa- 
tions were being made by the Trustee Banks to the National 
Debt Commissioners. When the Government eventually dealt 
with the question in 1920, the Act of that year confirmed the 
abolition of all limits until six months after the official termina- 
tion of the war. The Treasury was given power to reinstate 
limits thereafter. The war officially ended on i March 1922, 
and, when six months later the Treasury Order was issued, 
there was general relief to find that no total limit of deposit had 
been reimposed in the ordinary department. The new annual 
limit of ;^500 was reasonably generous. It was, of course, more 
than any ordinary savings bank depositor could save in a year 
and was only restrictive in comparatively few cases, mainly 
those in which the recipients of legacies or lump sum gratuities 
or the proceeds of insurance policies wished to deposit them in 
the savings bank. The sums which could be deposited in the 
special investment department, on the other hand, were re- 
stricted by another Treasury Order in 1922 to £500 in all. 

Larger deposits have always been essential to the progress of 
savings banks. The small accounts have never been self- 
supporting. The importance of wide limits of deposit at this 
time can hardly be over-emphasized. Attention to the needs of 
the small depositor, thrift propaganda among children and in 
the poorer quarters of the big cities — in other words, the real 
missionary work for which savings banks were founded — could 
not have received adequate attention but for the income which 
the banks derived from the larger sums entrusted to them by 
their widening circle of clients. 

The financial aspect had indeed become acute before 
1920, owing to the enormous rise in the cost of living with 
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corresponding demands for increases in staff salaries and heavier 
management expenses. The management allowance had for 
long been inadequate. The difference of 5^. between the ^2. 1 51*. 
per cent, paid by the Debt Commissioners to trustees and the 
■£2, 10s. per cent, which most trustees allowed to depositors had 
always been too meagre to enable the small and medium-sized 
bank to offer a full service to the public, to pay its staff ade- 
quately, and to build up reserves against emergency. By 1919 
it was manifestly insufficient even for the largest and most 
prosperous banks. Moreover, the savings banks had devoted a 
great part of their energies to selling and popularizing govern- 
ment securities, for which they had received no payment except 
for an ex-gratia Treasury grant of 1,000 divided among them 
at the end of the war. The Government, which was now making 
a substantial profit out of the administration of the Savings Bank 
Funds, was bound to admit the strength of the representations 
made by the savings banks through their Association in 1919. 
One of the most valuable clauses in the 1920 Act was that 
which increased the rate of interest payable by the Commissioners 
to trustees to £2. 1 7^. 6rf. per cent, and so increased the manage- 
ment allowance from J to | per cent. The immediate result 
was the raising of the low salaries paid to many of the junior 
staff, the release of more money for publicity and development 
and the building up of essential reserves. 

It was during the twenties that the special investment de- 
partments came into their own and saved the banks from feeling 
the full effect of the fluctuations in the general level of interest 
rates. Until the early thirties, when the conversion of the great 
5 per cent. War Loan to a 3 J percent, basis was carried through, 
the ordinary department rate of interest remained relatively 
unattractive — so much so that several attempts were made 
during these post-war years to have it raised. In 1922 the 
Trustee Banks pointed out that, even allowing for the addition 
of interest, the previous year had resulted in a decrease of over 
£2 millions in ordinary department balances. The Treasury, 
however, was adamant. ‘Savings Banks’, ran the official reply, 
‘should adopt a rate which, taking one period with another, 
will ensure financial stability. . . . The present would, in any 
case, be a most unsuitable time for an upward revision of 
rates.’ Similar requests in 1927 and 1929 met with the same 



Between the Wars 329 

reply. The strong views of the banks, faced during these years 
with intense competition from joint-stock banks and building 
societies, were natural enough. Decreases in the ordinary de- 
partment were recorded in 1921, 1926, 1927, 1929, 1930, and 
1931, The experience of later years of low-interest rates sug- 
gests that the Treasury view was not only the right one but was 
the most favourable long-term policy for the banks and their 
millions of depositors. Had the convenient rate of sixpence in the 
pound been adjusted during the twenties in an upward direc- 
tion, it might well have been lowered during the forties. 

There were, however, no restrictions on the special invest- 
ment department, save the control over the rate of interest 
given to the Debt Commissioners by the 1918 Act and the need 
for trustees to pursue a conservative policy of building up re- 
serves and providing for depreciation. As the prevailing rales 
of borrowing by Local Authorities varied during the twenty 
years after the 1918 Armistice between 3 and 6 per cent., most 
banks which conducted special investment departments had 
no difficulty in allowing from 3 to 4 per cent, on deposits and at 
the same time putting aside substantial sums for development 
and reserves. In 1920, for instance, twelve banks were paying 
4 per cent, to depositors, seventeen 3^ per cent., seventeen 3 
per cent., and two 2| per cent. Those paying 3 per cciit. or less 
were making little or no progress, but those paying over 3 per 
cent, were advancing fast. The lesson was obvious and when 
the next period of high-interest rates set in after 1926 almost all 
the banks were able to pay the maximum rate of 4 per cent, 
which was permissible between 1927 and 1932, and reaped the 
benefit in the form of greatly increased usefulness and popularity. 
The rapid growth of special investment departments is best seen 
from the following table: 



Ordinary dept. 

Per cent, 
increase 

Special invest-^ 
ments 

Per cent^ 
increase 


£ 


£ 


1919 

71,918,000 

. . 

14,919,000 


1924 

82,285,000 

14 

24,736,000 

66 

1929 

79>33^ooo 

*3i 

45,146,000 

B3 

1934 

94,758,000 

19 

87,141,000 

93 

1939 

152,278,000 

60 

99,448,000 

14 


* Decrease. 
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A more detailed analysis would show, as one would expect, 
that the years in which special investment departments made 
most progress were the years of high-interest rates between 1926 
and 1932. The old savings banks certainly had cause at this 
time to bless Rollit’s Act of 1904 which had restored freedom of 
special investment. Fifteen more banks opened these depart- 
ments during the decade following the war. There were, how- 
ever, still many independent banks too small to give these 
facilities and the fate of many of them became precarious. A 
few closed but most sought the shelter of a larger neighbour and, 
by amalgamating, obtained the right to offer the higher rate of 
interest as well as other advantages. 

No such alternative was available to the great Post Office 
Savings Bank. It passed through almost its only period of real 
stagnation. The cash balances of its millions of depositors did 
increase slowly from ^^^66 millions in 1919 to £^85 millions in 
1925. But this increase was considerably less than the amount 
of interest added to the accounts each year-end. In other words, 
withdrawals were exceeding deposits. During the following 
six years — the high-interest years — the position became worse, 
the increase for the whole period only amounting to £ 4 . millions. 
The number of active accounts decreased by nearly a million. 
The situation was soon restored after 1932, not only because the 
interest rate of 2 J per cent, became relatively more attractive, 
but because the new conditions were energetically and success- 
fully exploited under the more progressive administration 
initiated by Sir Kingsley Wood, the Postmaster-General, with 
the assistance of a young Controller, Mr. Donald Banks.* 
Easier facilities for withdrawal were introduced, book-keeping 
was mechanized and speeded up, and publicity methods were 
transformed out of all knowledge. The new spirit has since been 
maintained under successive Postmasters and Controllers. 

Another feature of the inter-war years was the decline of the 
popularity of government securities among savings bank de- 
positors. Holdings of government stock by Trustee Savings Bank 
depositors did, it is true, increase slowly from :£^25,347,ooo in 1919 
tO;^40,8i5,oooin 1932. But Post Office holdings declined steadily 
from a peak of;(^2 15,253,000 in the former year to 194, 53 1,000 
in the latter. When the 5 per cent. War Loan — a huge 
* Now Sir Donald Banks, K.C.B. 
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;(^2,ooo millions monster — was converted to a 3 J per cent* basis 
in 1932, the vast majority of small-holders supported the opera- 
tion from patriotic motives and very few asked for repayment. 
Many of them suffered severe hardship through this unexpected 
cut in their income. The record of the Trustee Savings Bank 
holders was, indeed, the best of any and earned the special thanks 
of the Chancellor of the Exchequer. But, after the conversion 
was completed, the small saver found even less attraction in fluc- 
tuating securities yielding not more than 3^ per cent., notwith- 
standing the guarantee of the Consolidated Fund. By 1938 
Post Office holdings had dropped by a further £30 millions and 
Trustee Savings Bank holdings by millions. It needed the 
stimulus of another War Savings Campaign and the introduc- 
tion of a new non-fluctuating security with a special appeal to 
the small man — the 3 per cent. Defence Bond — to convert a new 
generation of savers into willing holders of government bonds. 

The progress of Trustee Savings Banks during these twenty 
years was more steady than spectacular and must be seen 
against a background of poor trade and competitive interest 
rates. In no single year was the increase in cash and stock held 
for depositors less than millions. The leanest years were 
1921, 1926, and 1929; the fattest, 1920, 1922, 1928, and the 
whole period from 1930 onwards. It is difficult to account for 
all the fluctuations, but this at least is clear. Small saving does 
not fall off to the degree one might expect in years of scarcity 
and unemployment; nor does it show a marked improvement in 
years of good trade and high wages, if we exclude the special 
factors peculiar to war conditions. Years qf depression are often 
the times in which the need for thrift is most apparent in the 
home. Certainly the year 1921, which opened in the shadow 
of Farrow’s Bank failure and sank steadily into the trough of 
post-war depression, was a bad savings year. Nor was a setback 
unexpected in 1926, the year of acute industrial unsettlement, 
culminating in the General Strike. But 1929, although a poor 
savings bank year, was a time of relatively good trade, not 
markedly different from other periods in which deposits were 
at a satisfactory level. 

The rate of interest offered by other institutions or obtainable 
on other securities was probably an increasingly important 
factor governing the fluctuations of savings bank deposits. In 
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1922, for instance, bad trade was offset, so far as the savings 
banks were concerned, by the low rate of interest offered by 
commercial banks — then i per cent. Heavy taxation and the 
lower standard of income-tax exemption gave fresh impetus to 
tax-free securities such as National Savings Certificates and 
building society deposits and shares. With improved education 
the small saver looked more closely at the return from his invest- 
ments. This was the great epoch of building society expansion. 
Before 1914, the annual advances made by these societies on 
mortgage did not reach £10 millions. The post-war housing 
shortage stimulated the erection of hundreds of thousands of 
small owner-occupier houses, with the result that by 1933 
advances to house-purchasers had risen to over £100 millions 
a year. It is true that this vast building programme was not 
all or even mainly financed by small deposits and shareholdings. 
The rates of tax-free interest offered by building societies to 
lenders were such as to attract the sur-tax payer even more than 
the man of modest income. Yet there is no doubt that in some 
parts of England during this housing boom a considerable part 
of the small saver’s surplus money was either being used for the 
purchase by instalments of house property and furnishings or 
deposited with building societies. The figures tell their own 
tale. Building societies’ share capital and deposits rose from 
^{^725800, 000 to £ 2 ^^ millions, between 1919 and 1929 and more 
than doubled again during the next seven years, the figure at 
the end of 1936 being £^22 millions. 

No comprehensive study of all the factors affecting small 
saving between the two wars has yet been undertaken. Changes 
in social habits, the effect of smaller families, the competitive 
develoj)ment of advertised inducements to spend, the varying 
and often conflicting advice of economists on the wisdom or 
disadvantages of thrift — all these may have had some effect. 
But, so far as the old savings banks are concerned, there are 
other reasons worth recording to account for some part at least 
of the growth of the movement. The first and most obvious 
reason was the improved organization of the banks themselves. 
Although there was still, as the Inspection Committee reported 
in 1923, ‘a class of savings bank whose role is rather passive 
than active’, the weaker units were gradually being eliminated. 
Only a few very small savings banks closed, but many amal- 
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gamated with their stronger and more vigorous neighbours. 
Others increased their hours of business and modernized their 
methods. In November 1919 there were 163 independently 
managed Trustee Savings Banks, which administered between 
them 420 offices. Ten years later the number of separate banks 
had fallen to 113, but the number of offices had increased to 
466. In other words, amalgamations of established banks and 
the opening of new branches were being pursued concurrently. 

Amalgamations were greatly stimulated by the desire of the 
smaller banks, which could not themselves give special invest- 
ment facilities, to offer their depositors the higher rates of 
interest which their wealthier neighbours were now paying. 
Moreover, a policy of amalgamation in such cases was strongly 
recommended both by the Trustee Savings Banks Association 
and the Inspection Committee. A paper read in 1919 by Mr. 
Lawton, the actuary of the York County Savings Bank, brought 
the question to the front and revived the interest in the subject 
which had first been raised by the Chester Bank many years 
before. The Inspection Committee soon afterwards issued a 
circular strongly supporting the same policy. There w'as no 
compulsion, but persuasion was made easier by the economic 
conditions of the time. The trustees of the Boston Savings Bank, 
by amalgamation with Horncastle, Louth, Sleaford and Spald- 
ing in 1921, began to build up a strong and progressive central 
bank in Lincolnshire. Aberdeen was the natural centre to 
which most of the small banks in the north-cast and north of 
Scotland turned during the later twenties and early thirties. 
Shrewsbury, Newcastle upon Tyne, Taunton, Chester, Carlisle, 
and York Savings Banks were all extending their influence in the 
surrounding districts. London Savings Bank was able by amal- 
gamation to extend westward to Newbury, south-west to 
Guildford and Southampton, and south-east to Chatham and 
Rochester. Its neighbouring bank in Finsbury secured new 
territory in Bedford, High Wycombe, and Gravesend. The 
movement was not co-ordinated and sometimes resulted in over- 
lapping. Occasionally the nearest big bank declined to consider 
overtures from a small bank anxious to profit by amalgamation, 
with tlie result that the small bank went farther afield and 
boundaries became rather confused. There is no doubt, how- 
ever, that the results of amalgamation were in nearly every case 
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highly satisfactory and often spectacular. Improved service, 
larger premises, more adequate hours, a better trained and 
paid staff, made their appeal to the public and funds increased 
rapidly. There was no uniform scheme of amalgamation. 
Indeed, there were divergent views as to the degree of centrali- 
zation which was desirable. Local Committees were usually 
preserved, but, whereas in some amalgamations, like those at 
York and Newcastle upon Tyne, these Committees retained sub- 
stantial powers, in others, such as London, Shrewsbury, Glas- 
gow, and Aberdeen, their functions were mainly advisory and 
the executive power was concentrated at the centre. Some banks 
were centrally managed by joint boards, in other cases the 
smaller communities were satisfied to leave the administration 
to the trustees of the central bank. The question of the ideal 
size of a bank in area or population was scarcely discussed. The 
approach was, and still is, empirical. But as the years passed 
the feeling against very large units and in favour of retaining 
the local character of Trustee Savings Banks seems to have gained 
ground. A city and its environs, a county town and the smaller 
market towns around it, a group of small counties looking to a 
common centre or having some common traditions — these 
seem to be appropriate spheres of influence and activity for a 
single Trustee Savings Bank. In some cases smaller communities 
have successfully maintained prosperous local savings banks for 
over a century, but it is obviously more difficult for a bank 
which caters for a population of less than, say, 100,000 to obtain 
the resources with which to offer a full service to depositors, 
to undertake the laborious and unremunerative work of en- 
couraging thrift among children, adolescents, and the lower 
paid workers and to give reasonable conditions of employment 
and prospects to its staff. 

The scope for amalgamation was limited, but the scope for 
new branches was immense and expansion now became more 
rapid. In the large cities of Scotland, in Manchester, Liverpool, 
Hull, and elsewhere a policy of bringing the bank to the house- 
wife by an extensive network of offices in the shopping centres 
of residential districts met with success. Other savings banks 
set out to introduce or r estore Trustee Savings Bank facilities into 
neighbouring communities. In this way much of the ground 
lost through the closing of savings banks in the last forty years 
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of the nineteenth century was recovered. In 1926, for example, 
Scarborough, Tavistock, and Hyde Savings Banks were re- 
established under the auspices of York, Devonport, and Ashton- 
under-Lyne. In 1929 eighteen new branches were opened and 
the banks were now ready for the more intense development 
made possible by the passing of the Savings Bank Act of 1929. 

This Act was as significant in savings bank history as the 
Acts of 1863 and 1904. The 1863 Act had saved the old savings 
banks from supersession, the 1904 Act had removed obstacles 
to their development, the 1929 Act encouraged their expansion. 
It envisaged them taking an increasingly important place in the 
country’s economic life. They had won this recognition on 
their merits. Their growing popularity was proved by figures. 
They had just received a remarkable testimonial from a govern- 
ment committee. The Committee on Municipal Savings 
Banks, presided over by Lord Bradbury, had testified in the 
course of its Report, presented to Parliament in January 1928, 
that 

‘the financial basis of the Trustee Savings Banks is so sound, and 
they are so firmly established and have in the course of their long 
history come to inspire such great confidence and indeed affection 
in the minds of many depositoi’s, that we think it desirable that their 
activities should be more widely extended, their facilities better 
advertised and their popularity made even greater than at present.’ 

To understand the significance of this eulogy by an influential 
Committee, it is necessary to go back for a few years. For it was 
between 1918 and 1929 that the shape of the future National 
Savings Movement, embracing as three equal and independent 
partners, the Savings Committees, the Post Office Savings Bank, 
and the Trustee Savings Banks, began to be seen in vague out- 
line. It had at one time been thought that the War Savings 
Committee, which had done such remarkable work all over the 
country, would be wound up or gradually fall into desuetude 
soon after the Armistice. A ‘Committee on Financial Facilities’, 
however, appointed in 1917, strongly recommended the con- 
tinuance of the Savings Certificate and of the organization 
which had done so much to popularize it. The movement was, 
therefore, reorganized after fhe war. Many of the local Savings 
Associations continued their work and became affiliated to 
local Committees, which, in turn, appointed representatives to 
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a ‘National Savings Assembly*. Elected representatives of local 
Committees were chosen on a district basis to serve on the 
National Committee, which directed the policy of the move- 
ment and on which also served a number of other persons nomi- 
nated by the Treasury. These nominees were selected with the 
idea of making the central Committee as representative as 
possible of financial, departmental, and other interests con- 
nected with thrift. The Trustee Savings Banks were offered a 
scat on the Committee in 1919. 

For the first few years after the war the National and Local 
Committees continued to concentrate almost entirely on pro- 
moting the sale of National Savings Certificates. In areas where 
Trustee Savings Banks operated, their activities were sometimes 
regarded by the banks with suspicion and even disfavour, since 
both organizations were openly competing for the savings of the 
same type of customer, although both were working in the 
interests of the Government. This situation was generally re- 
garded as unsatisfactory, yet it was some years before a solution 
was found. Suggestions made in 1920 for closer collaboration 
came to nothing. When, in 1923, the Government appointed 
the Second Montagu Committee to consider among other 
things ‘the future relations of the National Savings Committee, 
the Scottish Savings Committee, the Post Office, the Post Office 
Savings Bank and the Trustee Savings Banks*, the Trustee Banks 
were still disposed to adopt a critical attitude. This attitude 
was intensified when it was found that the Trustee Banks, the 
oldest thrift institutions, were not to be represented on the Com- 
mittee, which included four representatives of the Savings 
Committee and the Comptroller and Accountant-General of 
the General Post Office. Evidence was given to the Committee 
on behtilf of the Trustee Banks by Sir Thomas Jaffrey of 
Aberdeen and Mr. Walter Cobbett of Manchester. The former 
reiterated in no uncertain terms his view that Savings Certifi- 
cates, offering a relatively high return with the added attraction 
of immunity from income-tax, required no propaganda to 
ensure their popularity and that only a small percentage of the 
Certificates sold had been purchased by the small investor. 

‘Immeasurably greater results would have been obtained if a 
general thrift propaganda had been undertaken, making use of the 
Post Office and the Trustee Savings Banks as essential parts of the 
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machinery. Under such a scheme voluntary Savings Associations 
and Penny Banks might liave played a most useful part, devoting 
their energies to the task of collecting savings, while leaving the con- 
tributor full freedom of action as to the investment of his contri- 
butions.’ 

The Sub-Committee, which was investigating this part of tlie 
remit, took considerable trouble to answer Sir Thomas Jaffrey’s 
thesis. It found that 1 3 per cent, of the aggregate sales of Sav- 
ings Certificates had been made through Savings Associations 
and estimated that at least half of the 575,436,093 Certificates 
sold up to 31 March 1922 had been bought by those classes of 
the community for whom this form of saving was designed. 
‘Our considered opinion, after a careful examination of all the 
evidence placed before us, is that Savings Certificates have 
proved to be an investment both acceptable in form to the small 
investor and extraordinarily well designed to secure the setting 
aside and accumulation of small savings.’ They held that 
Savings Certificates and savings bank deposits should be comple- 
mentary and not competitive forms of investment. Having 
decided to recommend dhat Savings Certificates should continue 
to be issued by the Treasury, they went on to consider the 
future propaganda of the Savings Committees. They suggested 
that the great new thrift publicity organization built up during 
the war should now be used not only to continue to develop 
Savings Certificate groups but to assist the Post Office Savings 
Bank, particularly in establishing penny banks as an alternative 
to such groups. ‘We suggest that the most suitable medium for 
the accumulation of savings likely to be required within a 
comparatively short period, or when facilities for periodical 
withdrawals are necessary, is a Savings Bank; more permanent 
savings can with advantage be invested in Savings Certificates.’ 
All this was a big step in tlie right direction, but the Committee 
did not see its way to bring the Trustee Savings Banks into the 
national movement. The reason given for treating them differ- 
ently from the Post Ofiice Savings Bank was that they were all 
independent bodies, each in control of its own administration 
and not under unified direction. Accordingly the Committee 
advocated increasejd co-operation on a local basis. ‘We see no 
reason why this extension of co-operation should not become 
effective once it becomes clearly understood that the aim of the 
z 
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Savings Committees is not mainly to sell Savings Certificates, 
but to promote thrift by whatever means may seem to them and 
to the Savings Banks working together to be most suitable.’ 

Soon after the Montagu Report was published in March 
1923, an effort was made by Sir John Sandeman Allen, M.P., 
to get both sides to implement the recommendation about ex- 
tended co-operation. At first there seemed to be good prospects 
of a closer working arrangement, but eventually the negotia- 
tions broke down. There were probably faults on both sides; 
the Trustee Banks were still critical of Savings Certificates and 
many local Savings Committees could not adjust their minds 
and methods to general thrift propaganda as distinct from 
Savings Certificate propaganda. Sir William Schooling, a 
vice-chairman of the National Savings Committee, took an 
active part in the discussions and was one of those who were 
most active in the following years in building a bridge between 
the two movements. 

In 1925 Mr. Cecil Lubbock was asked by the Treasury to 
preside over another Committee on National Savings Certifi- 
cates. Although its terms of reference were confined to the 
consideration of Treasury policy on the expiry of the ten years’ 
term of the first issue of War Savings Certificates, the question 
of co-operation between the country’s thrift organizations was 
again discussed. The Trustee Savings Bank witnesses on this 
occasion were Mr. Thomas Henderson of Glasgow and Mr. 
Cobbett. Mr. Henderson, after referring to the unfortunate 
breakdown of the 1923 negotiations, expressed the personal 
opinion 

‘that it is not in the best interests of the country that the various 
savings organisations of the country should carry on their great work 
without regard to the effect which one system may have upon the 
other. It may be that this period, when the Savings Certificates 
begin to mature, may afford the opportunity of a real co-operation 
between these organisations, and that a conference between the 
various bodies concerned may, at this stage, result in some proposals 
being made which may be for the ultimate benefit of thrift*. 

The Lubbock Committee did not make any recommendation 
on this point, but this gesture by the actuary of tbe largest 
Trustee Savings Bank was significant. The question of co- 
operation once more began to be discussed by the leaders of the 
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organizations affected. The Lubbock Committee recommended 
that holders of the first issue of Certificates should be allowed 
to continue holding them and to receive interest on them at a 
rather lower rate; and that opportunity should also be afibixled 
for the conversion of these Certificates either into a new form 
of savings bond or 4J per cent. Conversion Loan (1940-4). 
In other words, the popular National Savings Certificate was 
to continue but was not in future to be so patendy the favoured 
child of the Treasury. 

While the Trustee Savings Banks were thus struggling to 
secure recognition by the State of their claims to participate 
fully in any national savings movement, they found that they 
were subjected to an indirect attack from another quarter. The 
municipal bank movement, started as we have seen by the im- 
peccably conservative City Council of Birmingham, had found 
favour with a considerable section of the Labour Party. Some 
members of the Labour Party had indeed become enthusiastic 
propagandists for municipal banking. Town Councils, particu- 
larly those with a Labour majority, and municipal officials 
were assiduously canvassed and urged to seek parliamentary 
powers to establish savings banks under their own aegis. It was 
not only the encouragement of thrift which was proclaimed as 
an argument for municipal bank's. Interest rates were still high 
and it was urged with some force that the rate-payers would 
benefit by their establishment. Depositors could be offered 
more than the State’s 2^ per cent, and the Local Authority 
would secure money for its own development at considerably 
less cost than if it were borrowing in the open market. Another 
argument which carried much weight at this time was that 
municipal banks would encourage house ownership, by en- 
abling the prospective purchaser to accumulate the initial 
deposit and then lending him the balance of the purchase price 
on reasonable terms. The success of the Birmingham Municipal 
Bank was an effective answer to doubters and a number of 
Members of Parliament of other Parties were known to be 
sympathetic, including, of course, that pioneer of municipal 
banking, Mr. Neville Chamberlain. The campaign won a good 
deal of support for . municipal banking and brought it well to the 
fore as a subject for political controversy. 

The Trustee Savings Banks were under no illusions as to the 
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serious nature of this challenge to their position as local savings 
banks. If a Town Council were to open a municipal savings bank 
alongside a Trustee Savings Bank, were to offer a higher rate 
of interest and use its huge financial and publicity machinery 
in support of its own venture, the outlook of the Trustee Bank 
might indeed be gloomy. Yet the old Trustee Banks had some 
very strong cards in their hands. They were providing con- 
siderable sums for the Treasury, sums which would merely be 
diverted by a municipal bank from the national to the local Ex- 
chequer. They were independently managed and free from any 
political influence, so that depositors knew that no other interest 
than their own security and convenience was ever considered 
by the trustees when investing the funds. Most of them had fine 
offices and a trained staff, which could only be rivalled at con- 
siderable expense and after long experience. They were very 
economically managed at about six shillings per cent. Many of 
them were already lending money at reasonable rates of interest 
to their own Town Councils through their special investment 
departments. They were, in fact, serving the dual interests of 
State and Municipality and at the same time giving satisfaction 
to an ever-growing body of depositors. Other criticisms of 
municipal banking came from those who saw a danger in Local 
Authorities ‘borrowing short and lending long’ and those who 
feared that, with more ready access to capital, some municipali- 
ties might indulge more freely their chronic tendency to ex- 
travagance and overspending. 

The Glasgow Corporation was one of the first to discuss a 
municipal bank after the war, but a proposal put before the 
Council in 1920 was defeated. Swansea applied for parlia- 
mentary powers the same year and again in 1922 and 1927, 
but was refused on each occasion. Similar attempts by the 
Wigan, Tottenham, Stoke-on-Trent, and Bristol Corporations 
were equally unsuccessful. Members of the Labour Party 
framed an Enabling Bill W’hich would have permitted any Local 
Authority with a population of 150,000 to open a municipal 
bank. The Bill was first introduced in 1923, but was rejected oh 
second reading. It made many subsequent appearances with- 
out making any progress; nor did the Labour Go\'ernment 
introduce legislation on these lines during its term of office. 
The question was, however, recognized to be of importance and 



Between the Wars 341 

Mr. Winston Churchill, when Chancellor of the Exchequer in 
1 926, appointed the strong Committee already referred to, under 
the chairmanship of Lord Bradbury, ‘to consider whether it is 
desirable to permit a further extension of Municipal Savings 
Banks and, if so, within what limits and subject to what con- 
ditions\ The Bradbury Committee examined many witnesses 
and did not issue its Report until January 1928. Mr. Thomas 
Henderson and Mr. Walter Cobbett again gave evidence for the 
Trustee Savings Banks and were rewarded by finding in the 
Report the striking tribute to the old banks which has already 
been quoted.^ There is no need to recapitulate all the con- 
clusions reached in a long and interesting Report. The success 
of the Birmingham venture was recognized and commended, 
but the Committee was definitely of the opinion that similar 
success could not be expected elsewhere. The arguments for and 
against municipal banks were fully and fairly set out and 
analysed. 

‘After very careful consideration of the whole position in all its 
bearings, we have come to the definite conclusion that in view of the 
present position of national finance the extension of Municipal 
Savings Banks within the next ten years would not be in the interests 
of the community as a whole, and that, even apart from questions 
of national finance, it is exceedingly doubtful whether the special 
incentive to thrift provided by such Banks is so great as to outweigh 
the risks involved.’ 

The Bradbury Committee’s Report did not dispose of the 
municipal bank issue, but it greatly strengthened the hands of 
those who were of the Committee’s view that the system of 
national finance upon which the Post Office and Trustee Savings 
Banks were based was preferable to the system of local finance 
which the establishment of municipal banks would involve. A 
few Corporations continued to press for powers to follow Bir- 
mingham’s example and in two cases the pov/ers were actually 
granted. One of these was at Cardiff, where the citizens had 
been deprived of the advantages of a local savings bank since 
the deplorable crash of the old bank in 1 888. The other was at 
Birkenhead, where there was a branch of the Liverpool Trustee 
Savings Bank. The new regulations for conducting municipal 
banks under these parliamentary powers, framed by the Treasury 

* See p. 335. 
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largely on the Bradbury Committee’s recommendations, did 
not, however, appeal to the respective Town Gouncib. These 
regulations would have restricted the money available to the 
Corporation to 25 per cent, of deposits. Another 25 per cent, 
might be used for housing advances. Not less than 45 per 
cent, would have to be invested in government securities and 
5 per cent, held as cash. No steps, therefore, were taken by 
either Council to exercise its powers to open a municipal bank. 
The last major attempt to extend municipal banking occurred 
in 1934, when the Sunderland, Glasgow, and Stoke-on-Trent 
Corporations decided to apply to Parliament for statutory 
powers. In the first two places there were flourishing Trustee 
Savings Banks in existence. The promoters, therefore, had no 
strong case to support the contention, which carried so much 
weight in Birmingham, that there was need of increased savings 
facilities and that the establishment of such banks would en- 
courage thrift. Nor was there likely to be any relief to the rate- 
payers at a time when Corporations could borrow at a 
fraction over 3 per cent. In any event, the principle that savings 
banks should be conducted solely in the interests of the deposi- 
tors and not primarily in the interests of the borrower was a 
powerful argument against the cheaper borromng theory. 
The advocacy of municipal banking at a time when conditions 
were certainly not favourable to such a development was un- 
doubtedly more influenced by political theories of the control 
of finance than by any interest in thrifr. The propositions of the 
three Town Councils met with such strong opposition in Parlia- 
ment and outside that they had to be dropped. During the 
succeeding years Town Councils and their officials have come 
increasingly to appreciate that their reasonable desires that 
some part of local savings should be made available for local 
development can best be realized through closer relations with 
the local Trustee Savings Banks and their special investment 
departments. We may notice here that a number of Corpora- 
tions, mainlyinsmaller Scottish burghs, opened municipal banks 
during the thirties without parliamentary authority by register- 
ing them under the Companies Act. Such company banks, 
however well managed by the Corporation officials, appear to 
have most of the disadvantages and few of the advantages of 
municipal banks of the Birmingham type. 
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The Birmingham Municipal Bank has continued to make 
spectacular progress and before long became the second lai^est 
local savings bank in the British Isles. It was soon found that 
there were many problems common to both movements which 
made it desirable to have regular interchange of opinion. 
Joint action was taken in regard to income>tax questions in 
1924 and some years later a Joint Committee* was established, 
representative of the Birmingham Bank and the Trustee Savings 
Banks Association, which has greatly strengthened the friendly 
relations and understanding between the two types of local 
savings bank. 

This digression on municipal banking has carried the story 
some years beyond the Bradbury Report. The fi ndin gs of that 
Gonunittee had two other reactions of the first importance to 
the old savings banks. The Committee did not confine itself to a 
complete vindication of the structure and record of Trustee 
Savings Banks, but suggested that *it should be made easy, by 
legislation if necessary, for new Trustee Banks to be opened in 
places where they do not already exist’. Secondly, it strongly 
supported the Montagu Committee’s recommendation of 
greater unification of effort between the Trustee Savings Banks 
and the National and Scottish. Savings Committees. Both re- 
commendations soon bore fruit. In 1929 negotiations were 
reopened between the National and Scottish Savings Com- 
mittees and the Trustee Savings Banks Association. An under- 
standing which would substitute co-operation for competition 
in promoting savings in schools was the most urgent need. The 
way to agreement was made easier by the acceptance by the 
Savings Committees of two of the views enunciated in the 1923 
Montagu Report — that the savings bank account is usually the 
most suitable medium for the accumulation of the first few 
pounds of children’s savings, and that, as a rule, penny banks 
formed within the area of a Trustee Savings Bank should be 
affiliated to that bank rather than to the Post Office Savings 
Bank. The agreement which was finally reached in 1930 pro- 
vided for joint schemes in schools, giving facilities both for 

> This Committee was the outcome of discussions in which Sir John 
Chancellor, then chairman of the Trustee Savings Banks Association, Mr. 
Lavrton of York, and Mr. Hilton of die Birmingham Munidpal Bank took 
the principal parts. 
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savings bank deposits and the purchase of Savings Certificates. 
A Joint Committee was set up to work out details of the schemes 
and to settle any differences which might arise. One of the Joint 
Savings Schemes, launched in 1930, was on the lines of the old 
penny banks in which the children’s savings were paid in to the 
teachers and banked by the teachers with the local savings bank. 
When the small savings of each scholar had reached the 
appropriate sum, tliey were transferred either to a savings bank 
account in his own name or used to buy a Savings Certificate for 
him. The other scheme was similar in principle but involved 
the use of Savings Stamps. These stamps were bought by the 
children and stuck on a card or book until they added up to the 
amount which enabled them to exercise the same option. 

It was natural that the deliberations of this Joint Committee 
should involve consultation with representatives of the Post 
Office Savings Bank. Before long the Post Office became re- 
cognized as part of the Joint Committee to the advantage of all 
concerned. A notable development occurred in 1934. Both the 
Post Office and the Trustee Banks had joint stamp savings 
schemes with the National and Scottish Savings Committees. 
It was doubtless a natural step forward to substitute for these 
separate schemes the single and now familiar National Savings 
Stamp Book, which enables its holder to choose between Post 
Office Savings Bank and Trustee Savings Bank deposits or the 
purchase of National Savings Certificates. Now for the first 
time the Trustee Banks were really actively co-operating not 
only with the National Savings Committee, but with the Post 
Office Savings Bank. Now for the first time the title ‘National 
Savings Movement’ began to be used to signify the three co- 
operating but independent organizations. That the transition 
was made so easily was due to the excellent handling of the 
negotiations by the leaders of the three movements. 

it is unnecessary here to describe in detail the many methods 
of promoting thrift which have since been adopted under these 
joint auspices — ^National Savings Clubs to take the place of 
the loosely managed slate clubs, holiday and Christmas clubs 
which too often had brought loss to their members, transfer- 
from-pay schemes for encouraging saving in places of employ- 
ment, and many others. Co-operation is still in its early stages, 
but has come to stay. Joint schemes soon became the rule 
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rather than the exception. When the Second World War 
broke out, it was clear that the maximum results of a War 
Finance Campaign appealing to the small saver could only be 
achieved if equal prominence were given to the special attrac- 
tions of each form of saving. Thanks largely to the work of the 
Joint Committee,* the machinery was ready for the greatest 
Savings Campaign yet known to history. 

This story, however, is not so much concerned with the 
general thrift structure built up throughout the country by 
many organizations and brought to a remarkable degree of 
completeness and efficiency in recent years. Its purport is to 
follow for a few more years the fortunes and progress of the 
Trustee Savings Banks. From this angle the most significant 
paragraph in the Bradbury Report was the one recommending 
that it should be made easy by legislation to open new Trustee 
Savings Banks. For, while the existing banks had almost all 
made good progress since the 1904 Act and parts of the 
country were becoming intensively developed, there were still 
large and populous areas where no Trustee Savings Bank existed. 
Many of these districts were remote from any established Trustee 
Bank, so could not hope to be provided with savings bank 
facilities by normal branch extension. Besides, their local 
pride could hardly hope to be satisfied with anything less than a 
Trustee Bank of their own or a Municipal Bank. To start a 
savings bank de novo in the first half of the twentieth century 
was in many ways a much more formidable task than that which 
faced the pioneers. The old plan of securing a few subscriptions 
from patrons and starting operations in a small room with a 
part-time and poorly remunerated staff was clearly no use. 
Success demanded a well-equipped and reasonably central 
office, considerable publicity, and a fully-trained staff. In other 
words, it demanded capital — not vast sums, but perhaps a 
thousand pounds or so for equipping a shop and for initial 
publicity and a few hundreds a year for an indefinite number of 
years toward expenses of administration until the bank became 

* The Trustee Savings Banks were represented on the Joint Committee 
during the first few years by Mr. Lawton of York, who had played a large 
part in drafting its constitution and has remained a member ever since, Mr. 
Thomas Henderson of Glasgow, and Mr. Oliver Horne, secretary of the 
Trustee Savings Banks Association. 
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self-suppordng. It is true that a fewnew Trustee Banks had been 
successfully started in small or medium-sized Scottish burghs 
during the twentieth century. But the cities and towns in 
England in urgent need of a local savings bank were a different 
proposition. The failure to start one in Birmingham in igi a has 
been mentioned.* In 1923 a similar move in Bristol was equally 
unsuccessful. 

How was the necessary capital to be provided? The old 
banks did not have to look far for an answer. For it had long 
been a grievance that the surpluses of those Trustee Banks which 
had closed after the establishment of the Post Office Savings 
Bank had since lain dormant at the National Debt Office and 
served no useful purpose except as part of a guarantee fund now 
quite adequate without them. This hidden reserve amounted 
to about £ 200 , 000 . It -could only be released by Act of Parlia- 
ment. The Bradbury Committee had given the signal. The 
Trustee Banks set about to ensure that the opportunity was 
not lost. The way was almost clear for the Act of 1929. One 
essential preliminary step, carried through in 1928, was the 
incorporation of the Trustee Savings Banks Association as a 
Company limited by guarantee, so that it could be given statu- 
tory duties and responsibilities in connexion with the opening 
of new banks and in other ways. The next step was to obtain 
agreement among the banks on other proposals for a forward 
movement which would require legislation. For no general 
extension of powers had been granted for twenty-five years. 
Suggestions for development had been pouring in thick and 
fast, as a result of the more active policy pursued by the Trustee 
Savings Banks Association. A new spirit of enthusiasm for the 
spread of the old savings banks was animating the trustees and 
officers all over the country. The best evidence of this is to be 
found in the replies of the banks to a questionnaire drawn up in 
January 1926, as a result of a memorandum on the development 
of the Trustee Savings Bank system prepared by Mr. W. A. 
Barclay, actuary of the Perth Savings Bank. The replies show 
that the banks were engaged in reviewing every aspect of their 
work. Some advocated very greatly extended powers, such as 
cheque facilities, authority to make loans to depositors, life 
assurance departments, services on behalf of Local Authorities, 

* See p. 320. 
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the introduction of safe deposit facilities, and so on. Few of 
these proposals secured unanimous support. The general mood 
was still cautious and conservative. But there were many banks 
ready and willing to experiment and reluctant to be tied by 
statutory restrictions imposed imder different conditions. The 
greatest common measure of agreement was extracted from a 
study of the replies and subsequent discussions by a special 
Development Committee of the Trustee Savings Banks Associa- 
tion. This Committee owed much to the wise and long-sighted 
views of Mr. Noel Griffith, a barrister then in the service of the 
London Savings Bank, who had been urging since 1924 the 
importance of an active policy of development and of a full- 
time central office in London to bring such a policy to fruition. 
Definite proposals were put before Mr. Maurice Headlam, the 
new Comptroller-General of the National Debt Office, in 1927. 
He showed at that time and throughout his term of office a 
sympathy with the aspirations of the banks and an interest in 
their history and progress which were of the greatest value to 
the movement. 

When, therefore, in 1929 the Trustee Banks obtained their 
chance of further legislation as a result of the Bradbury Com- 
mittee’s Report, the opportunity was taken of securing several 
much-desired reforms. 

Section 7 of the 1929 Act carried out the Bradbury Com- 
mittee’s recommendation that it should be made easier to start 
new Trustee Savings Banks. It gave power to the National Debt 
Commissioners, after consultation with the newly incorporated 
Trustee Savings Banks Association and the Inspection Com- 
mittee, to make advances for the purpose out of the surplus 
funds standing to the credit of closed savings banks. The terms 
on which such advances were to be made were left to be settled 
by the Commissioners. It was made permissible for such new 
banks to open special investment departments from the first, 
although previously a minimum of ;^200,ooo cash deposits in 
the ordinary department had been regarded as an indispensable 
preliminary to such action. 

Section 9 met the desire of the banks for powers to extend 
their services. .Subject to the consent of the Conunissionets, 
given after consultation with the Association and Inspection 
Committee, banks were to be allowed to undertake any business 
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which was ^of a nature ancillary to the purposes of the bank and 
calculated to encourage thrift and within the financial capacity 
of the bank’. 

These were probably the outstanding provisions of this Act, 
but there were many other useful clauses. Section i, for in- 
stance, which for the first time permitted the trustees to cover 
in a single bond of a guarantee society their risk of loss from the 
infidelity of employees, may be said to have stopped the last 
hole in the elaborate structure safeguarding depositors from such 
a loss. For it led to the introduction of a new type of collective 
fidelity bond providing for a large floating cover, on which the 
trustees could fall back if the individual cover proved insuffi- 
cient in any case of defalcation. The second Section of the Act 
prevented trustees from closing a bank without the consent of 
the Commissioners, who could not give such consent unless they 
were satisfied, after consultation with the Association and In- 
spection Committee, that there were no proper persons willing 
and able to carry the bank on. This was a useful provision, as 
several good Trustee Banks had been closed even during the 
twentieth century owing to a lack of spirit among the surviving 
trustees. Since the 1 929 Act no Trustee Savings Bank has closed. 
Another Section removed an outworn statutory restriction under 
which more than one account could not be opened by any deposi- 
tor in a Trustee Savings Bank. Many depositors naturally wished 
to keep separate accounts for different purposes — ^holidays, rates 
and taxes, old age, education. Purpose saving was beginning to 
be advocated in Britain, though more had been done to popu- 
larize it in the United States, Since the 1929 Act, the practice 
of opening multiple accounts has become common. This 
statute also removed the ban which had hitherto prevented any 
person from opening accounts in both the Post Office Savings 
Bank and a Trustee Savings Bank. An attempt in Standing Com- 
mittee to carry this principle a stage farther and allow a deposi- 
tor to open accounts in more than one Trustee Savings Bank was 
not successful. The Treasury was afraid that such a step would 
lead to widespread evasion of limits of deposit. It is doubtful 
if there was much basis for such fears and the Act left the 
anomalous position that a depositor living in one town and 
working in or visiting another could operate on a Trustee Savings 
Bank account in both places if the same bank happened to have 
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offices in each town, but not if different Trustee Banks were 
involved. It took over ten years to discover a means of over- 
coming to some extent this disadvantage through a system of 
‘agency accounts*. 

The 1929 Act also extended the powers of investment of 
special investment department funds. The disappearance of the 
short term treasury bond had deprived the banks of the most 
suitable marketable security for the investment of such funds. 
Some substitute had to be found, if sufficient liquidity were to 
be ensured. By allowing up to 20 per cent, of the funds of 
special investment departments to be invested in government 
securities maturing within twenty years, the 1929 Act eased the 
position. By a later Act of 1934 the period of maturity was 
extended to thirty years^ and the range of marketable securities 
was widened by the inclusion of certain government guaranteed 
securities and corporation stocks. 

The increase of the maximum government annuity pur- 
chasable by an individual from 3(^100 to was another out- 
come of the Act, but one which did not result in any marked 
increase in the \'olume of annuity business. The only other 
provision which calls for comment was one which greatly im- 
proved the position of the staffs of the Trustee Banks on retire- 
ment and of their dependents on death. Superannuation grants 
and allowances and death benefits on approximately the Civil 
Service scale were made permissible, provided they were within 
the financial capacity of the bank and approved by the trustees 
and Inspection Committee. Salaries and conditions of employ- 
ment of bank staffs had been improving steadily and, with the 
new provision for superannuation and the growth of funds 
and offices, savings banking became a career with sufficient 
prospects to attract the right type of young man. As the greatest 
asset of the Trustee Banks was their tradition of personal service 
to depositors, the recruitment and training of the personnel was 
all important. Ii was a generous and far-seeing gesture of Sir 
Thomas Jaffrey in 1925 to hand over to the Trustee Savings 
Banks Association a capital sum to endow a permanent Prize 
Fund for annual examinations and competitions among young 
savings bank officials. 

The 1929 Bill aroused little controversy in Parliament. Gone 
' Extended again in 1945 to 40 years. See 367. 
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were the days when savings bank legislation raised heated 
debates in the Commons. There were interesting discussions 
in the Committee stage in both Houses and there were un- 
successful attempts by Mr. Pethick-Lawrence in the House of 
Commons and Lord Arnold, Lord Reading, and others in the 
House of Lords to persuade the Government to raise the rate of 
interest to savings bank depositors to 3 per cent. On this occa- 
sion the Government not only defended the 2 J per cent, rate on 
the ground that it was guaranteed in good years and bad, but 
pointed out that Trustee Banks could offer higher rates through 
their special investment departments. The opposition did not 
press their amendment. The general feeling of Members seemed 
to be, ‘Here is a Bill which the savings banks want. Let us give 
them the opportunities they are seeking without jeopardising 
a useful measure by raising controversial issues.’ The Act came 
into force on 21 November 1929. 

The same year witnessed the holding of the Second Inter- 
national Thrift Congress in London. This Congress did much 
to impress on the public and particularly on those in authority 
in London the huge dimensions to which the movement started 
by Dr. Duncan and the early pioneers had grown. The Con- 
gress was organized by the Trustee Savings Banks and its success 
owed much to the labours of Sir Spencer Portal, as chairman of 
the Organizing Committee, Mr. Thomas Henderson of Glas- 
gow, and Mr. Thomas Robinson, actuary of the Finsbury 
Savings Bank. An International Thrift Institute had been estab- 
lished in Milan in 1924, to which a large number of savings 
banks in Europe and some in America, Asia, and Australia had 
become afiiliated. Through the energy of its director. Professor 
Filippo Ravizza, a gifted economist and linguist, it had already 
done useful work in collating information and promoting the 
interchange of facts and suggestions about savings bank methods 
and procedure throughout the world. A magazine Worli 
Thrift was published in French and English and many countries 
agreed to a proposal to set aside one day in the year as ‘World 
Thrift Day’. The International Council, which directed the 
proceedings, recognized the outstanding pioneer part played by 
Great Britain in developing the savings bank movement and 
gladly accepted the suggestion that the 1929 Congress shotdd be 
held in London. The proceedings of this Congress and of the 
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First Congress in Milan and the Third Congress in Paris in 1935 
can be studied in voluminous reports. The significance of the 
London Congress to the Trustee Savings Banks lay not so much 
in the papers read and resolutions passed as in the pride of place 
accorded to the old savings banks of the British Isles in a large 
international gathering. Trustee Savings Banks were still little 
known in London, where their activities during the twentieth 
century had been on a comparatively small scale. Never in 
their long history had they received so many distinguished 
testimonials. His Majesty King George V became Patron of the 
Congress. Prime Ministers and Chancellois of the Exchequer, 
past and present, became vice-presidents. The Prince of Wales 
was principal speaker at the Guildhall banquet. 

‘The Trustee Savings Banks’, he said, ‘were formed many of them 
before 1890 and they are still, like the familiar figure on our hoard- 
ings, “going strong’’. They claim our gratitude and respect. They 
were the forerunners of thrifi institutions. They pointed the way, 
and when it became a question of holding this International Meet- 
ing in London, they again took the first place. They have the special 
merit of local appeal and it is a good thing amid the great amalga- 
mations of to-day that we have still been able to retain through them 
the personal touch between the bank and its depositors which has 
always been a marked feature of their work.’ 

These words and other equally Battering tributes by Mr. Philip 
Snowden, Chancellor of the Exchequer, and Mr. Clynes, Home 
Secretary, were not only listened to by 432 delegates from 26 
countries but were subsequently read in the daily newspapers 
by many people who had never heard of Trustee Sa\ings Banks 
or had no idea of their history, growth, and the influence they 
exercised in other parts of the country. 

The year 1929 may be said to have opened the modem era of 
the Trustee Savings Banks. The banks remained independent 
institutions relying for their success on local service and enter- 
prise. But from this time their advance and general policy was 
to a far greater degree based on mutual agreements reached at 
meetings of the Trustee Savings Banks Association and in con- 
sultation with the National Debt Commissioners, the Treasury, 
the National and Scottish Savings Committees, the Post Office 
Savings Bank and other thrift institutions. In 1930 the Trustee 
Banks set up a London office for thdr Association and appointed 
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a permanent staff. A Gazette was issued, followed in 1934 by a 
Year Book. Central publicity was organized. Facilities for 
exchange of information were made easier and more efficient. 
Contact with government departments, banks, Members of 
Parliament, the Press, and others interested in thrift became a 
normal part of the Association’s routine. Developments such as 
these, important as they were to the future of savings banks, do 
not call for detailed description. But this brief account of the 
important years between the wars cannot be concluded without 
some reference to the steps taken to make use of the two impor- 
tant provisions of the 1929 Act — those relating to the formation 
of new savings banks and the undertaking of ‘ancillary services’. 

Nothing better illustrates the vitality of the Trustee Savings 
Bank Movement during the thirties than the success which 
attended the efforts of the old banks to start new banks in large 
communities. Nothing of the kind had been attempted for 
nearly a century. New branches of old savings banks had 
certainly been started with success in large towns, but no one 
could say whether a new Trustee Savings Bank with no resources 
could build up a strong enough connexion in highly competitive 
surroundings to stand on its own feet, or at least to become self- 
supporting within a reasonable period. Nor could anyone fore- 
cast to what extent the prominent citizens of a large city or 
town would be as willing as they were in the early part of the 
nineteenth century to undertake the management of a local 
savings bank in a purely honorary capacity. The Trustee Banks 
knew that much depended on the extent to which they showed 
themselves willing and able to act on the recommendation of 
the Bradbury Committee. They were full of confidence and 
their confidence was well founded. In no case did their efforts 
fail. Progress at first was slow, but success was never in doubt. 

It was decided to start in Hampshire, where the only surviv- 
ing Trustee Bank was George Rose’s old bank at Southampton, 
now a branch of the London Savings Bank. It was Sir Spencer 
Portal’s native county and to him belongs the largest share of 
the credit for the opening of the first two banks under the Act 
at Bournemouth and Portsmouth in 1930 and 1931. The keen 
interest and encouragement of Mr. Maurice Headlam at the 
National Debt Office helped to overcome many obstacles. At 
Bournemouth the local initiative came from the late Dr. John 
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Hartley, the chairman of the Bournemouth Council of Social 
Service. At Portsmouth, the Lord Mayor, Sir Harold Pink, 
formed the first body of trustees and managers. Soon afterwards 
the active direction of the policy and expansion of the activities 
of the new Portsmouth Savings Bank devolved on Admiral 
L. A. B. Donaldson, whose name has become more closely 
connected with the movement toopen newTrustee Savings Banks 
than that of any other person. Few trustees in the long history 
of the movement have devoted more time and energy to making 
a success of their own bank and to spreading knowledge of 
Trustee Savings Banks elsewhere. 

It was estimated that the assets of that part of the Separate 
Surplus Fund which were available for this purpose would be 
sufficient, in the first instance, to finance the establishment of 
twelve new banks. The field for development was large and the 
places chosen were carefully selected. The Wolverhampton 
Savings Bank was the third to open, with the active help and 
under the chairmanship of Sir Charles Mander, Bt. The 
university cities of Oxford (1933) and Cambridge (1935) were 
early choices. Staffordshire, which had no survivor of the many 
Trustee Savings Banks started in the county in the nineteenth 
century, was able to re-establish banks in Walsall (1934) and 
Stoke-on-Trent (1936). Nearer London, the places chosen were 
Luton ( 1 933) , Ilford (1935), and Croydon ( 1 935). Northampton, 
a stronghold of building societies, opened a Trustee Savings Bank 
in 1 934. Most significant of all was the decision to start a Trustee 
Bank at Cardiff, the scene of the greatest calamity in savings 
bank history and a city which possessed parliamentary powers 
to open a municipal bank. The Cardiff Trustee Savings Bank, 
opened as recently as December 1937, was at once successful 
and within seven years could record the accumulation of over 
million of small savings. 

These new banks started business in a modest way. They 
could not afford large central premises. Their entire staff in 
early days usually consisted of a young actuary and a still 
younger clerk. They had little margin for publicity, though 
some of the old banks later helped them in this way. They were 
operating in districts where, for the most part, Trustee Savings 
Banks were little known. It was thought that it might well be 
ten years or more before any of them could boast funds of a 

A a 
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quarter of a million pounds. Yet within fifteen years of the 
passing of the 1929 Act, these twelve new banks had twenty- 
eight offices and millions of funds. It was a remarkable 
vindication of the old trustee , system and the tradition of the 
personal touch in saving. Only the outbreak of the Second 
World War delayed' the extension of the movement to other 
places as yet without a local savings bank. 

Possibly the most significant fact which emerged from these 
years of effort to open new savings banks was the suitability to 
modern conditions of the old system of management by honor- 
ary local Boards of Trustees. In no rase was there real difficulty 
in persuading the leading citizens to undertake the work. The 
Committees of Management were representative of the best and 
most respected members of the local community drawn from 
many different spheres — town councillors, lawyers, clergymen, 
professors, business men, shopkeepers, representatives of labour, 
and (a new development in savings bank boards) women. 
Without the experience and traditions of the boards of old- 
established banks, these new boards, by their enthusiasm apd 
keenness, have already contributed much of real value to the 
movement and to the cause of thrift. Trustee Savings Banks do 
not yet completely cover the country, but there seems every 
likelihood that all large centres of population will before long 
have at least one such office. At the outbreak of the Second 
World War in 1939 there were 700 such offices controlled by 
ninety-nine independent banks. 

The development of savings banks services under Section 9 of 
the 1929 Act was less spectacular. It was not intended that 
new services sanctioned under this clause should introduce 
radical changes in the functions of savings banks. The clause, 
according to Lord Templemore, the government spokesman in 
the House of Lords, was designed to facilitate small develop- 
ments of savings bank service, ‘not to allow Savings Banks to 
embark on what may be termed general banking business’, for 
which the specific authority of Parliament would be necessary. 
Safe custody of depositors’ securities and valuables was clearly 
a natural ‘ancillary service’, for few small depositors had even 
moderately safe and private accommodation at home for their 
Stock Certificates, Wills, Conveyances, and other important 
records. Many of the larger banks had already accepted 
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custody of these, but the 1929 Act regularized this gratuitous 
service and permitted its expansion on a large scale. No Trustee 
Banks, however, have as yet followed the example of the Birming- 
ham Municipal Bank and installed safe deposit boxes to be 
rented at a fee. Another natural development for institutions so 
closely linked with Local Authorities was the collection of rates 
and other Corporation accounts. The Edinburgh Savings Bank 
was the first Trustee Bank to undertake this service, which was 
available to any ratepayer, whether a depositor or not. This 
convenient method of paying municipal accounts was very 
extensively used there and elsewhere, though many banks con- 
fined the facilities to those who had accounts. A few banks 
printed ‘Thrift Stamps’ and instituted special Stamp Schemes 
for use mainly by employees of firms for regular purpose saving. 
A more unusual arrangement sanctioned as an ancillary service 
was the issue to depositors in certain banks of railway tickets. 
By arrangement with the Railway Companies the banks were 
able to allow a discount of 5 per cent, on the ordinary price 
of tickets and the Companies and banks jointly advertised this 
‘Save to Travel’ attraction. 

A special Committee of the Trustee Savings Banks Associa- 
tion was set up in the middle thirties to discuss the introduction 
of further new services. The demand for yet another Act of 
Parliament to enable the old savings banks to keep abreast of 
modern conditions was becoming insistent. A Bill was actually 
drafted, but meanwhile the dark clouds of Hitlerism were too 
obviously threatening to break and the thoughts of those respon- 
sible for the management of the banks had to be diverted to the 
best means of assuring that their ancient structure, which had 
survived so many storms, was ready at all points to meet the 
greatest cataclysm of all. 



Chapter XVIII 

THE SECOND WORLD WAR 

TRUSTEE SAVINGS BANKS IN 1945 

M odern war, the most egregious of spendthrifts, is the 
greatest known stimulus to personal saving. Expen- 
diture on personal enjoyment and even personal 
comfort is cut down to a minimum, partly through controls on 
individual liberty to spend as one pleases and partly through 
response to patriotic appeal. At the same time, individual and 
family incomes grow out of all knowledge. Production is in- 
creased to the limit of capacity. Unemployment virtually 
disappears. More and more people become wage-earners. 
Those who would normally have retired from work through 
advancing years continue in employment or are brought back 
to help meet the ever-growing demands for labour. Married 
women and those single women who do not usually undertake 
duties outside the home are persuaded or compelled to become 
wage-earners. The hours of night as well as day are filled with 
remunerative work and duties. Overtime payments swell the 
wage-packets. Wages themselves tend to rise to higher levels. 
Such a rapid rise in national income provides all the material 
for violent and progressive inflation and the Government is 
bound to keep it in check by imposing more and more controls 
of prices, rationing of articles in short supply, and heavy taxa- 
tion. But this is not enough. People must be persuaded to save 
as much as possible of the incomes which remain after they 
have paid their taxes and essential expenditure and lend it to 
the Government for war purposes. 

These features were not new in 1939, for most of them had 
been conspicuous in the First World War. But many lessons 
had been learnt as a result of the earlier war and the Govern- 
ment was better prepared to face what proved to be an even 
longer and more strenuous conflict. The extent of the problem 
and of the opportunities it opened up to the savings banks can 
be seen from a few figures. It has been officially estimated that 
the ‘private income’ of the whole community rose from 
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^^5,063 millions in 1938 to ^{^9,0 18 millions in 1944.' Of this 
enormous increase of nearly £4,000 millions the State took 
about half in taxation. It was the task of the National Savings 
Movement, of which the Post Office and Trustee Savings Banks 
formed integral parts, to see that as' much of the balance as 
possible was saved. 

This was obviously a huge task and it is not surprising that, 
at the beginning of the war, when the dimensions of the problem 
were only beginning to be appreciated, there were many 
experts, including Mr. J. M. Keynes, who openly expressed 
doubts as to whether the huge borrowings needed to finance 
total war could be raised by voluntary means. Sir Kingsley 
Wood, however, as Chancellor of the Exchequer, decided to 
give the voluntary savings movement every chance to show 
what it could do. Compulsory saving was rejected, apart from 
that modest instalment represented by Post-War Credits, 
introduced in the Finance Act of 1941 as a small recompense 
for the reductions in income-tax allowances. The inauguration 
of a great voluntary Savings Campaign on 22 November 1939 
put the Savings Committees and Savings Banks on their mettle 
as never before. 

The Chancellor of the Exchequer announced at the outset 
that he proposed to ask the small saver to help the war effort in 
three ways — by buying National Savings Certificates, by buying 
3 per cent. Defence Bonds, and by depositing in the Post Office 
or Trustee Savings Banks. It is significant that, so far as the 
small saver was affected, the three methods recommended at 
the outset remained unchanged throughout the war. There 
are two main contrasts between the Treasury policy in the 
Second as opposed to the First World War and these both have 
a bearing on the history and development of the savings banks. 
There is the contrast in the rates of interest at which the 
Treasury was able to borrow and there is the greater prominence 
given to savings bank deposits as a means of lending money to 
the State. 

It was obviously the wish and intention of the Government 
that rates of interest should remain low and not increase to the 
level reached in the later stages of the earlier conflict. There was 
no general belief on the part of the public that a period of low 
* Budget White Paper, 1945. 
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interest rates was compatible with total war. But the Treasury 
was not influenced by the substantial fall in market prices which 
followed the outbreak of war in September 1939. When the 
terms to be offered to small savers were made public in Novem- 
ber of that year, it was made plain that the Government did not 
propose to offer more than 3 per cent, for the savings it so 
urgently needed. The policy was entirely successful. Not only 
was the huge borrowing programme carried through at rates of 
interest varying from less than i to little over 3 per cent., but 
the terms at which the Treasury borrowed slightly improved as 
the years passed. 

Of tlie three methods of appealing to the general public, the 
National Savings Certificate showed a yield of 3^. 5^. per 
cent, over the whole ten-year period for which it was issued; the 
3 per cent. Defence Bonds earned a bonus of i per cent, at the 
end of seven years, ^ and savings bank deposits still earned 
per cent. So the three alternatives were well in line with each 
other, except that the privilege of exemption from income-tax 
peculiar to Savings Certificates gave them an obvious attraction 
to the income-tax payers, now greatly increased in number 
owing to rising incomes and lower limits of exemption, and 
subjected to the heaviest rate of tax known to history. Though 
the State was, in eflFect, paying £ 6 . 6 s. lod. per cent, to those 
purchasers of Savings Certificates who were liable to tax at 10s. 
in the £1^ the retention of the limitation, under which not more 
than 500 15^. Certificates could be beneficially owned by any 
holder, prevented excessive advantage being taken by the large 
investor of this concession. The Chancellors of the Exchequer 
consistently resisted demands for the extension of this limit in 
the case of 15J. Certificates, but in January 1943 the Treasury 
announced the issue of a new £1 Savings Certificate with the 
tax-free yield of £1. 8 s. 2d. over a period of ten years. 

The 3 per cent. Defence Bonds had certain new features 
which are worth recording, because they showed a growing 
understanding of the psychology of the small investor. Early 
in the war representatives of the Trustee Savings Banks, through 
their Association, had urged the need for a new government 
security which should be free from any risk of a fall in value and 

^ This was altered to ten years for Bonds taken up on or after 1 September 
1941. 
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should be easy to buy and sell in small units. The small investor 
could not afford either to tie up his money for long periods or 
to risk a loss of capital in the event of a fall in market rates. The 
terms on which the 3 per cent. Defence Bonds were issued 
showed that the soundness of these views was acknowledged by 
the Treasury. The provisions by which the Bonds could be 
encashed at any time in £5 units on six months’ notice without 
loss of capital and would be immediately repaid, in case of 
urgent need, subject to a deduction of six months’ interest, were 
novel and sensible. Defence Bonds never won the general 
popularity of Savings Certificates or savings bank deposits, but 
they raised very substantial sums. Over £800 millions Defence 
Bonds were sold during the war and encashments, up to the end 
of 1944, were not more than 4 per cent, of sales. < 

Three per cent, was also the rate of interest offered on the 
War Loan of March 1940 and on the various series of Savings 
Bonds, all of which could be held on the Register of the Post 
Office and Trustee Savings Banks. As for the huge sums received 
by the National Debt Commissioners for the Post Office Savings 
Banks Fund and the Fund for the Banks for Savings, as a result 
of savings bank deposits, most of them were invested by the 
Commissioners in a special issue of 3 per cent, terminable 
annuities, not available to the general public. This maintained 
the income of these Funds, which continued to make sub- 
stantial annual profits to the benefit of the Exchequer. 

Of more immediate concern to the savings banks was the 
question of the emphasis to be placed on savings bank deposits 
as a method of bringing in money to the national Exchequer. 
During the 1914-18 war almost all the publicity had been 
directed to encouraging the public to buy the various war loans, 
bonds, and certificates, yielding from 4 to 6 per cent. Savings 
bank deposits, though a cheaper form of borrowing, were 
regarded as too unstable to serve as one of the major supports of 
a sound financial policy. In 1939, however, the position was 
different. The rate of interest on deposits was more in line with 
rates obtainable elsewhere. Two and a half per cent, for money 

^ The increases in the limit of an individual’s holding of these Bonds 
from £1,000 to £1,500 on 15 September 1945, and £2,000 on 17 December 
1945, gave a stimulus to their sales. The 3 per cent, issue was, however, 
withdrawn on 30 April 1946, and a 2^ per cent. Bond substituted. 
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withdrawable on demand was definitely attractive in a *3 per 
cent. war*. The savings banks were now full partners in the 
National Savings Movement. The Group Savings Schemes, on 
which most of the activities of the Savings Committees were 
concentrated, usually gave their members the free option of 
making deposits in a savings bank account or buying Savings 
Certificates. Moreover, the view that the greatest measure of 
saving would only be achieved if full prominence were given 
to the savings bank account as a means of contributing to the 
war effort was gradually finding acceptance. The willing 
saver and the keenly patriotic saver might indeed be relied upon 
to save in any way recommended by the Government of the day. 
But the reluctant saver, the suspicious saver, the inexperienced 
saver, would not lend to his utmost in support of the war unless 
his savings were easily accessible if he needed them. To such 
people, many of whom were now earning substantial incomes, 
the savings bank, the real nursery and training school of thrift, 
was likely to provide the most convenient and attractive method 
of saving. 

Sir Kingsley Wood, who, as a former Postmaster-General, 
was well aware of the popularity of savings bank deposits, 
publicly announced at the outset of the Campaign that any 
increase in deposits in the Post Office and Trustee Savings Banks 
would be as helpful to the Exchequer as other methods of 
lending to the Government. This important declaration was 
naturally a great encouragement to the savings banks. It was 
also a very wise decision. Although official publicity was at 
first directed more to popularizing the sale of Savings Certifi- 
cates and Defence Bonds, as the war progressed and the reaction 
of the small saver was observed, greater prominence was given 
to savings bank deposits. The ‘small savings’ figures for the 
first five years of the war show the growing popularity of deposits. 
The sale of Defence Bonds raised 179,500,000 in 1940 and the 
annual sales fell gradually to 26,600,000 in 1944. Sales of 
National Savings Certificates rose from 82,800,000 in 1940 
to ;£‘3 14,500,000 in 1 943 and then fell off slightly to £ 2 g 2 yj 00 y 000 
in 1944. The increase in balances due to depositors in the Post 
Office Savings Bank and Trustee Savings Banks was £120 
millions in 1 940 and rose each year to a maximum o££33 1 ,500,000 
in 1944. The true comparison is rather more favourable to the 
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savings banks than these figures indicate, for the figures of 
Defence Bonds and Savings Certificates represent gross sales 
and do not allow for encashments. From the opening of the 
War Savings Campaign in November 1939 to the end of the 



Graph showing the steady increase of small savings during five years of war and 
the incre^ising part played by Savings Bank deposits in the annual totals 

N.S.G. Gross sales of National Savings Certificates 
D.B. Gross sales of 3 per cent. Defence Bonds 

S.B. Increase in deposits in the Post Office and Trustee Savings Banks 

war (15 August 1945) the total ‘small savings’ raised by these 
three means was >869,779, made up as follows: 

National Savings Certificates . gross 9C*>43*^>33^>i9^ 

Defence Bonds . . . gross 3C835>284,642 

Savings bank deposits . . net ,(^1,396,348,941 

No one could seriously maintain that the whole of this huge 
sum was added to the capital of those wage and salary earners 
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who used to be described by the savings bank pioneers as the 
‘industrious classes\ The phrase ‘small saver’ is almost im- 
possible to define, particularly in days when there has been such 
a levelling up of lower incomes through increased earnings and 
levelling down of higher incomes through drastic taxation. 
When, however, it is recollected that one estimate in 1937 gave 
the total capital assets of the small saver as about £2,500 
millions^ if every form of personal asset and investment were 
taken into account, there can be no disputing the revolution in 
the ownership of capital which took place during a war in which 
the officially recognized ‘small savings’ amounted to over 
£3,650 millions. It might be a safe guess that the insured 
population more than doubled their capital in the six years. 

Figures of open accounts may sometimes be misleading, but 
the Post Office Savings Bank showed an increase of over 7J 
millions in the active accounts during the five years to 3 1 Decem- 
ber 1944, to ^ total of over 19 millions. The Trustee Savings 
Banks during the five years to 20 November 1 944 added i , 1 96,540 
to the active accounts in the ordinary department, which at the 
last date numbered 3,686,230. Even allowing for the numerous 
society accounts and multiple accounts in the names of the 
same individual, an increase of over 8 millions in the number of 
savings bank depositors in five years is an important fact. There 
is little doubt that these new accounts were drawn from all 
classes. It is unfortunate that one can only conjecture how far 
the newcomers came from the ranks of the unskilled and semi- 
skilled, who had been the least responsive to savings propaganda 
before the war, partly, but not entirely, because of their lower 
wages in those days. Though the necessary data on which to 
test such assertions is not available, experienced savings bank 
officials agree that by 1945 the savings habit had spread for the 
first time in our history very generally over the whole community. 

This is not to say that the spreading was at all even. The 
thrifty family and the unthrifty are always with us. If some of 
the latter became war-time savers, it is by no means certain that 
they will remain savers in peace-time. Mr. J. R. Fiddes, the 
experienced actuary of the Savings Bank of Glasgow, has 
estimated that 25 per cent, of the population do no long-term 
saving; but the number of homes without savings bank accounts 
* Home, The Assets of the Small Saver ^ i937* 
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to-day is probably quite small, though women and children 
would be found to have a better record in t^^is respect than men. 
‘Now and then’, said the late John Hilton in the Sir Halley 
Stewart Lectures for 1938, ‘I talk with the Managers and 
Actuaries of the Trustee Savings Banks. Excellent and know- 
ledgeable men they are, but invariably they hold the view that 
the typical family is one with a good round sum laid by. . . . 
I understand this attitude, but they are wrong. . . .’ It may be 
that the officials of savings banks take too optimistic a view of 
the prevalence of the saving habit in the country to-day. But 
it is difficult to credit the conclusion reached as a result of an 
investigation conducted in Leeds in 1942 under the auspices of 
the National Institute of Economic and Social Research.* The 
result of house-to-house visits, involving a random sample of 
Leeds homes, in which the housewives and breadwinners were 
questioned about their savings, was to suggest to the investi- 
gators that 44 per cent, of the families had no National Savings 
at all. ‘Heavy saving’, says the Report, ‘will, on the average, 
tend to begin with a gross family weekly income of more than 
£ 6 . io.f.’ ‘High savers are in a minority. . , . The less ambitious 
war savings of the majority of earners may disappear in a period 
of spending or in subsequent difficulties and emergencies. They 
will have no permanent effect on the distribution of wealth.’ 
The truth of the last assertion has yet to be tested, but so far as 
the percentage of families with no w^ar-time savings is concerned, 
the figure of 44 per cent, is almost certainly too high. This is 
probably due partly to the facts that the sample taken was a 
small one (one in sixty families) and that the date (1942) was 
too early to show the fall effects of the changes brought about 
by the war; but even more to the existence of a ‘strong factor of 
concealment’, natural in personal money matters and admitted 
by the investigators. The survey does, however, serve to remind 
the present-day advocates of thrift that there is plenty of scope 
for their future activities. 

Not only were there many more savings bank depositors at the 
end of the war, but, as a cross-section of the community, they 
were wealthier. If the large number of small inactive accounts 
of under £i are disregarded, the average ordinary department 
account was approximately £22 in 1919, £(^1 in 1939, and 1 1 
* Charles Madge, War-Time Pattern of Saving and Spending, 
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in 1944. If one adds the holdings of the 348,000 special invest- 
ment depositors and the 226,000 owners of government stock on 
Trustee Savings Bank Registers, the average capital per depositor 
in 1944 was £ 161 , and even then no account is taken of the 
unknown but very considerable amount of Savings Certificates 
which made up the ‘National Savings’ of that useful abstraction 
known as the ‘average saver’. This improvement has been due 
not so much to the attraction to the savings banks of the higher 
income classes as to the strengthening of the position of those 
who would formerly have been regarded as forming the broad 
base of the social pyramid. A worker in industry who agreed to 
transfer ioj. a week from his earnings to the savings bank — a 
not uncommon sum — ^found after four years that he had over 
^100 to his credit. School-children, who before the war often 
with difficulty accumulated through the school penny bank 
£3 or £4 in the savings bank, were commonly able to put aside 
ten times this sum during five years of war, owing to the higher 
earnings of their parents. It would certainly be an exaggeration 
to say that by the end of the war every employed person had 
become a small capitalist. But at least it is true that by 1945 the 
number of active savings bank accounts was roughly equal to 
half the population of Great Britain. The hope expressed by 
the apostles of thrift in the nineteenth century that everyone 
would have a ‘stake in the country’ is becoming something more 
than a distant vision. 

The year-to-year progress of the War Finance Campaign 
need not be elaborated. There was no general alarm when war 
was declared, nor were there queues at the savings banks to 
withdraw money, as in 1914. The savings banks were, in any 
case, much belter prepared for any eventuality, for the approach 
of the war clouds had been only too obvious. An intensive 
preparation during the summer of 1939 covered not only 
arrangements for duplication of records and the construction 
of shelters in preparation for the inevitable air raids, but in- 
creased facilities for depositors to obtain money when away 
from home. The proposals for mass evacuation of children and 
mothers from the big cities, on the outbreak of war, made it 
essential to ensure that depositors leaving the ^dcinity of their 
local Trustee Savings Banks at a moment’s notice could have 
access to their savings wherever they went. As the country 
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districts to which the evacuees were sent were often without 
Trustee Savings Banks, it was necessary to secure the co-opera- 
tion of the joint-stock banks and the post office. Both parties 
responded veiy willingly and, before September 1939, a very 
satisfactory arrangement had been made, under which Trustee 
Savings Bank depositors could draw limited sums not only at 
any other Trustee Savings Bank but at any joint-stock bank or 
money order post office, on presenting their pass-books. The 
scheme was sanctioned by an emergency regulation at the out- 
break of war. It proved its value, though fortunately the money 
difficulties of the civil population were not as great as had been 
feared. As people continued to be away from home much more 
than in times of peace, a way was discovered of getting round 
the statutory embargo which prevented anyone from having 
an account in more than one Trustee Savings Bank. Agency 
accounts in a savings bank other than the bank where the 
depositor’s main account was kept were recognized, subject to 
safeguards against infringement of limits of deposit. 

When the heavy air raids came, their effect was to increase 
and not decrease the banks’ deposits. Very large sums which 
had been kept in the homes, some of them the patent result of 
years of hoarding, were paid over savings bank counters after 
each major raid, as the risk of irreparable loss of capital was 
driven home to the owners by the obvious perils of the time. 
The Glasgow Savings Bank estimated that after the big Clyde- 
bank raid on 13 March 1941 the additional deposits from this 
cause alone reached the almost incredible figure of approxim- 
ately ;(^50o,ooo, for the most part made up of single notes and 
silver. There were inevitably losses in property, but fortunately 
only one fatal casualty (the chief cashier at Exeter). The com- 
plete destruction of the Head Office of the Exeter Savings Bank in 
one of the ‘Baedeker’ raids on 4 May 1942 was a sad blow not 
only to this old mid well-managed bank, but to all interested 
in the history of the movement, who thus lost valuable records 
covering over a century and a quarter. The Head Office of the 
Swansea Savings Bank suffered a similar fate. The famous Coven- 
try ‘blitz’ on 14 November 1940 put out of action for months the 
Head Office of the savings bank there and the Head Office of the 
Union Savings Bank at Devonport had also to be abandoned for 
a time. Five other offices were completely destroyed. The loss 
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of the Channel Islands in the summer of 1940 temporarily cut 
off from contact with the British banks the two strong Trustee 
Savings Banks in Jersey and Guernsey. They continued their 
work under German occupation and Channel Islanders who 
had been evacuated to England were provided for by a special 
organization set up under the wing of the London Savings Bank. 

The figures of small savings which have been quoted may 
suggest that the task of the savings banks and of those respon- 
sible for the Savings Campaign was easy and that the public’s 
response was assured. It is true that there was a steady rise 
in savings up to 1943 and that the 1944 figures were well main- 
tained at the high level of the previous year. Any suggestion 
that this progress was a purely automatic reflection of in- 
creased earnings and reduced opportunities for spending can 
be disproved by the remarkable change which occurred about 
the middle of May J940. The country’s dire peril following the 
German break-through in France and still more during the 
critical week of Dunkirk and the feverish preparations for 
invasion was reflected in a remarkable jump in the level of 
small savings. Up to the middle of May the weekly average had 
been about £5 millions. It at once rose to double this figure and 
for the week ended 18 June reached £20 millions. 

After this great spurt the rate of increase steadied down, but 
the Trustee Savings Banks figures for the war years are worth 
quoting as an indication of the great vitality of the movement 
at this point when the story must perforce break off. 


Tear to 

20 Nov. 

Balance due to depositors 

Government 

stock 

Total due to 
depositors 

Annual 

increase 

1 Ordinary 
department 

Special 

investment 

department 


£ 

£ 

£ 

£ 

£ 

1939 

152,277,686 

99.448,592 

40,904,232 

292,630,510 


1940 

« 73,634.463 

101,945,862 

45,784,006 

321,364,331 

28,733,821 

194 * 

214,769,942 

108,578,686 

50,547,899 

373,896,527 

52,532,196 

*942 

264,577,260 

113,918,096 

55,266,498 

433,761,854 

59.865,327 

*943 

333,021,272 

”5,157,139 

60,082,103 

508,260,514 

74,498,660 

1944 

410,984,41 1 

115,818,940 

00 

uo 

591,562,305 

83,301,791 


In five years the sums due to depositors had doubled. Of the 
total increase of almost £2gg millions during those years, over 
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3(^258 millions, or 86 per cent., was due to the growth of the 
ordinary department, which is the basis of the whole structure. 
One very marked feature of these figures, a natural corollary to 
the predominance of the ordinary department, is the decline 
in the importance of the special investment department. In 
1939 this department held nearly 40 per cent, of total deposits, 
but by August 1945 this percentage had fallen to under 20 per 
cent. The decline was not solely due to the recognition by the 
public that ordinary department deposits were invested with 
the Government and so directly helping to finance the war; for at 
the beginning of the war the Trustee Savings Banks had promised 
the Treasury that any excess of deposits over withdrawals in the 
special investment departments would be invested in new 
government securities and so be of equal value to the State in 
the emergency. But the investment departments had grown up, 
as has been described in previous chapters, as handmaids to 
local government finance. When the power of Local Authorities 
to borrow for development had to be temporarily curtailed in 
order that all the country’s resources should be mobilized by 
the Central Government, the outlet for investment in Local 
Authority mortgage loans became so small that most banks 
preferred to restrict special investment deposits rather than 
encourage an inflow of money which could only be profitably 
invested in government securities liable to depreciation. More- 
over, the banks were only permitted by Statute to invest a 
certain proportion of their funds in the longer dated govern- 
ment securities. They could invest without limit in such 
securities repayable within three years, but the yield on those 
had become very small indeed. By the Trustee Savings Banks 
(Special Investments) Act of 1934 and Regulations made under 
it, they could hold up to 30 per cent, of their investments in 
government loans maturing for repayment in more than three 
but not more than thirty years. They could also invest a 
further 10 per cent, in municipal stocks repayable in fifteen 
years. But some banks had reached or were approacliing these 
limits and so found an additional reason for restricting deposits. 
This aspect of the situation was somewhat eased by the National 
Loans Act of May 1945, which raised the proportion of invest- 
ments which might be held in longer dated government stocks 
or municipal stocks to 50 per cent, and permitted the banks to 



368 The Second World War 

buy new government securities, such as Savings Bonds, although 
the maturity date was extended to forty years. As the war 
progressed, these restrictions were intensified and during the 
last two years special investment deposits were exceeded by the 
withdrawals, though the credit of interest prevented an actual 
diminution in the size of the departments. It is impossible at 
the time of writing to say whether the special investment 
departments will regain the important position they occupied 
between 1918 and 1939, but the recent decision that Local 
Authorities shall for a period of five years borrow all the money 
they need, with minor exceptions, from the Public Works Loans 
Board* makes it unlikely that the investment departments in 
their old form will stage an early revival. It is, however, worth 
recording that ;^'38, 705,000 from the funds of special investment 
departments was invested in ways beneficial to the Treasury 
during the war. The total contribution of the Trustee Banks to 
War Finance from 22 November 1939 to 15 August 1945, was 
X437,346,489, divided as follows: 

£ 

Increase in balance due to depositors in the ordinary 

department 3*3>539>273 

Sale of National Savings Certificates .... 58,640,255 

Sale of new issues of government stock and bonds . . 319932,551 

Invested by special investment departments in new issues 

of government stock and bonds ..... 28,365,208 

Cash on deposit with H. M. Treasury .... 497599859 

Gifts to Treasury (including interest renounced) . • 1^99343 

It needed constant hard work and ingenuity to keep savings 
at the necessary high level. The National Savings Committee, 
under the presidency of Lord Kindersley, skilfully introduced 
new stimuli when interest was flagging and sponsored new 
schemes of group saving designed to ensure that no employee, 
housewife, or child forgot for as long as a week that savings 
helped to provide the sinews of war. Special Savings Weeks, 
emphasizing some aspect of the war, brought in large sums by 
appealing to local patriotism, stimulating local rivalry, and 
using every known device of mass suggestion. The most 
valuable work, however, was carried out with little publicity by 
the hundreds of thousands of honorary officials of savings groups 
who collected each week or month a portion of the earnings of 

* Local Authorities Loans Act, 1945. 
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the workers, the housekeeping money of their wives, and the 
pocket money of their children. The success of the street 
savings groups was not surprising, for the industrial assurance 
companies had long since shown the value of a personal 
approach to the housewife. What was surprising was the success 
which attended the efforts to enrol a huge army of volunteers to 
carry on the exacting work of trudging round the streets or 
localities in all weathers to sell the sixpenny, half-crown, and 
five shilling Savings Stamps. How far street saving brought 
money to the Exchequer which would not otherwise have been 
saved is impossible to say, but it must be assumed that part at 
least of the money so collected would have been spent had the 
collectors not called regularly and formed a new street esprit de 
corps in the matter of saving. Such a venture would have been 
too expensive to attempt on any but a voluntary basis and it 
remains to be seen whether street groups will survive the end of 
tlie period of urgency which gave them birth. 

The task of organizing successful savings schemes in factories, 
mines, docks, and otlier places of employment is always beset 
with difficulties. There is the disinclination of workers to save 
at the place of employment, the problem of securing a suitable 
place and time for the collection of money and the clerks or 
volunteers to conduct the groups. These practical difficulties 
were dwarfed early in the war by two apprehensions in the 
minds of many workers who had but recently emerged from a 
period of widespread unemployment and relatively low earnings. 
That weather-beaten old scarecrow bearing the label ‘More 
savings, lower wages’ had been used periodically to scare wage- 
earners off the field of thrift and had not wholly lost its potency. 
There were still many who argued that, if substantial savings 
were made out of w’ages, employers would use the fact as a 
pretext for reducing wage rates or resisting demands for in- 
creases at some later date. The Trades Union Congress gave 
valuable help to die Savings Campaign both by obtaining 
assurances from representative bodies of employers that in- 
creased sa\ings would not be used as an argument in wages 
negotiations and by issuing strong, reasoned appeals to trade 
unionists to help the war effort with their savings. 

There remained another fear, which could only be allayed 
by legislation. It was only natural that people should ask 

Bb 
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whether, in the event of a spell of unemployment after the war, 
the unemployed would be expected to live on their savings 
before they could claim assistance from public funds. When 
supplementary pensions, subject to a Means Test, were sanc- 
tioned by the Old Age and Widows’ Pensions Act of 1940, a 
similar question arose. Would those ceasing work through old 
age be refused a supplement to their old age pension if they had 
accumulated savings during the war? If so, why save? Unless 
the saver could be promised definite advantages over the non- 
saver, the task of the thrift propagandist was obviously going to 
be a hard one. The Government was soon persuaded that, if 
the workers were to co-operate wholeheartedly in saving during 
the war, something must be done to extend the modest pre-war 
provision which exempted savings of less than £^o from any 
Means Test.’ The Determination of Needs Act, 1941, went 
much farther. It completely excluded from the resources of 
any applicant foi- unemployment assistance or supplementary 
pension the first of ‘War Savings’. In other words, both 
the pensioner and the unemployed man who had exhausted his 
contractual unemployment benefit could still draw the full 
sums allowed by the Assistance Board even though they had 
this amount of War Savings. ‘War Savings’ embraced deposits 
in the Post Office and Trustee Savings Banks (including deposits 
in the special investment department) as well as National 
Savings Certificates and new issues of government stock and 
bonds. The deposits or investments must, of course, have been 
made after the outbreak of war on 3 September 1939, but no 
inquiry was to be made about the source of the money (that is 
to say, whether it had been genuinely saved during the war), 
provided it had been used for War Savings before 14 August 
1940. These provisions were doubtless based more on expedi- 
ency than equity, for a distinction of this sort between ‘War 
Savings’ and other savings could hardly be defended as a long- 
term policy. But the official encouragement of the thrifty was 
significant and there is no doubt that the Act largely achieved 
its purpose. The task of starting savings groups in works 
became sensibly easier from the time of its passing. 

It was in the formation of industrial savings groups that the 
Trustee Savings Banks made their most distinctive contribution 
* Determination of Needs Act, 1935. 
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to the War Savings Campaign. It may well prove that the most 
lasting improvement in the technique of saving resulting from the 
war is the expansion of the industrial savings groups known as 
Direct Transfer Schemes. These schemes provide for the trans- 
fer from wages of a weekly or monthly sum approved by each 
individual employee direct to a savings bank account. Since 
the amounts transferred are deducted from wages at source, the 
troublesome business of collecting small sums in cash after wages 
have been paid is avoided. The contributor, once he has joined 
the scheme, seldom stops his contribution, for he has not to 
make a conscious decision eacJi week to save, yet he knows that 
if he needs the money at any time he can draw it at once from 
his savings bank account. If he wishes his savings to be invested 
in National Savings Certificates or in other ways, his wishes can 
be promptly and easily carried out but, if he is mainly intent 
upon saving for holidays or other short-term needs, he can use 
the savings bank as temporary custodian of the money transferred 
from his wages instead of handing his savings to the less certain 
care of the local club secretary or treasurer. The employer too, 
once he is reconciled to making another deduction from wages, 
finds the method simple and satisfactory, for the greater part of 
the clerical work is carried out at the savings bank. Direct 
Transfer Schemes, first popularized in England by the Hull 
Savings Bank and in Scotland by the Aberdeen Savings Bank, 
have been formed in great numbers during the war all over the 
country, particularly in towns where Trustee Savings Banks are 
strongly established. If many of them survive the war, as seems 
likely, they will encourage a much more general and systematic 
saving from wages them has ever before been practised in times 
of peace. 

It is possible also that the conduct of savings bank offices 
inside large works will become more common as a result of war 
experience. The main difficulty in the way of this natural 
development during the war years was the lack of officials to 
conduct the business. The staffing problems of all savings banks 
were difficult from the outbreak of war, owing to the number of 
officials in the Territorial Army who left for active service in 
September 1939. These difficulties became more acute each 
year and when, in October 1942, the Kennet Committee on 
Manpower in Banking and Allied Industries not only weeded 
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out most of the few remaining men of military age but restricted 
the power of the banks to increase their staffs to cope with the 
vastly greater volume of business^ it was a stiff task to keep the 
existing machinery working. There was little hope of embark- 
ing on new ventures. Moreover, for over three-quarters of a 
century it had been laid down by Act of Parliament that no 
agency of a savings bank could be conducted anywhere unless 
two persons were present to form a ‘double check’ on the trans- 
actions. It is sometimes possible to overcome in a few weeks in 
times of war obstacles which would take years to remove in 
times of peace. This was a case in point. The Treasury, anxious 
to secure the greatest possible amount of war savings and con- 
vinced of the scope for establishing savings bank branches in 
large works, quickly passed an emergency Regulation* which 
dispensed with the obligation for a double check in approved 
cases and made it possible to employ, as agents of the bank in 
conducting such groups, persons outside their regular staffs who 
could not be covered by the normal methods of fidelity insur- 
ance. This move, which owed much to the interest and initiative 
of the National Debt Office, led to the formation of ‘Savings in 
Works’ Schemes by Trustee Savings Banks in many large factories. 
Most of these were conducted on the lines of a savings bank 
office, but the man or woman who was in charge was often the 
cashier of the firm or a volunteer and not a regular member of 
the savings bank staff. Pass-books were issued and limited with- 
drawals as well as deposits were allowed. In some places of 
employment a ‘Letter Box Scheme’, first introduced at Messrs. 
Richards Limited, Aberdeen, was substituted, in which the 
workers put their savings into special envelopes and posted them 
in a savings bank letter-box, which was cleared weekly by an 
official of the bank. 

The staffing difficulties which impeded the establishment of 
agencies in works also slowed down the much desired develop- 
ment through new banks and branches. The five years did, 
however, see the opening of forty-two new branches. Trustee 
Savings Bank offices numbered 741 by the end of 1944. The 
number of separate banks had meanwhile been reduced from 
ninety-nine to eighty-eight. Five Trustee Savings Banks in 
Eire, which had continued to bank with the National Debt 
* S. R. & O. No. 371 (1943). 
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Commissioners long after the setting up of the Irish Free State, 
ceased to be included in the figures for the British Isles after 
1940, except for the small and steadily diminishing amount 
deposited with the Commissioners before the separation of the 
Eire system became effective.* Five banks joined up with 
larger neighbours. The sixth amalgamation was in a different 
category. In 1942 the London Savings Bank and the Finsbury 
Savings Bank, the two surviving Trustee Savings Banks in the 
Metropolis, decided after long negotiations to amalgamate 
under the title of the London Trustee Savings Bank. The weak- 
ness of the movement in the capital city after the closing of the 
St. Martin’s Place and other savings banks in London in the 
second half of the nineteenth century had been an increasing 
source of regret to those who believed that the old trustee 
system was still the best medium for encouraging thrift. The 
amalgamation of these two pioneer banks was a necessary 
preliminary to an advance in an area in which a quarter of the 
nation’s population lived and worked. Although the number 
of offices and amount of funds in Greater London is still rela- 
tively small and the new amalgamated bank derives a good 
portion of its £20 millions of funds from boroughs outside 
London (the flourishing new- savings bank opened in 1934 at 
Luton and the small 1816 bank at Buckingham were added 
to its widely scattered amalgamated banks during the war), it 
is already clear that the Board of Management has decided on 
a policy of active expansion. This may in the future go some way 
to redress the present discrepancy between the strength of the 
movement in the north and in the south. 

This disparity was sail marked at the end of 1944. The funds 
of the Scottish Trustee Savings Banks accounted for almost a 
third of the £600 millions in the British Isles. The Savings Bank 
of Glasgow, which now extended outside the great industrial 
district into Ayrshire, Dunoon, Carluke, and Lennoxtown, had 
consolidated its now impregnable position as the leading 
Trustee Bank with funds two and a half times as great as its 
nearest rival, Edinburgh. Aberdeen, with its intensively culti- 
vated area from Orkney to Kincardineshire, ranked fifth, and 
Dundee eleventii. The north of England was strongly represen- 
ted by Manchester (3rd), York (6th), Liverpool (7th), Hull 
> The remaining sum at 20 November 1945 was £602,140. 
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(gth) , Newcastle upon Tyne ( i oth) , and Sheffield ( 1 2 th) . Belfast 
Savings Bank, which now covered almost the whole of Northern 
Ireland, had worked up to fourth position in the table. Only 
London (8th) represented the southern counties in the first 
twelve banks. Indeed, the populous counties in the Association’s 
Southern Area (i.e. lying south of a line drawn from south of 
Yarmouth to south of Coventry and thence south-west to the 
Severn), only contributed about a seventh of the total funds and 
it was in these counties that the Post Office Savings Bank had 
its strongest hold. 

A revival in the south seems to have started during the war 
years, for between 1939 and 1944 the banks in the southern 
counties increased their assets one and a half times. Those in 
the north of England doubled theirs and the funds of the Scot- 
tish banks, which had little new territory to develop, increased 
by 80 per cent. It is impossible to say how far this was due to 
the preponderance of war industries and the existence of higher 
earnings in the south. It seems more likely that it was the result 
of the policy pursued by the Trustee Savings Banks Association 
during the eight or more years before the war in promoting the 
establishment of new banks under the 1929 Act in large com- 
munities in the south. All these twelve new banks, of which eight 
were in the south of England, had done well. Their combined 
funds rose from ^^^'3, 200, 000 in 1939 to £ 1 ^^ 200^000 in 1944. 

In the same way those banks which had been active in 
establishing new branch offices before the war now reaped the 
full benefit. Tlie popularity of Trustee Savings Banks in medium- 
sized and smaller boroughs was very apparent. If one looks for 
those banks whose increases were well above the average of 100 
per cent, in this period, one finds them mainly in banks covering 
a wide area and operating in a number of such communities 
rather than those in the big industrial cities — those, for instance, 
with headquarters in Leicester, Shrewsbury, Taunton, Lincoln, 
and Reading. The most striking advance of all was that of the 
Boston (Lines.) Savings Bank, one of the early barJes opened in 
1817, which, partly by its activity before the war in develop- 
ing towns like Peterborough, Wisbech, March, Stamford, and 
Skegness, grew during this short period from a comparatively 
small bank with 5(^2,600,000 due to its depositors to the seven- 
teenth largest bank with ;Ci 1,332,000 of liabilities. 
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The impression left after a last survey of the National 
Savings Movement at the close of the Second World War is of 
a great, comprehensive structure, which holds the attention 
more by its diversity than its symmetry. In the forefront is the 
great, ubiquitous Post Office Savings Bank, whose growth to 
the biggest financial organization in the country, holding by the 
end of 1944 nearly £ 1,500 millions of savings bank balances, 
nearly ;i(^900 millions of stock and bonds on the Post Office 
Register and, through the Savings Certificate Branch, National 
Savings Certificates which, with interest accrued, were worth 
£ 1,715 millions, has been inadequately sketched in this history 
of Trustee Savings Banks. Drawing its support from the remotest 
crofter and the city lawyer, from the smallest village charities 
to the enormous deposits of the Public Trustee, from the modest 
contribution of the local friendly society to the millions invested 
by the big building societies, it has shown that when the country 
decides to do a big thing in a big way it can do it efficiently and 
successfully. But large organizations have their own disadvan- 
tages. They attract admiration and awe rather than inspire 
affection. They tend to a certain rigidity and uniformity. No 
doubt this is why the Post Office Savings Bank, with its roots 
drawing nourishment from the soil of the whole country, has 
not stunted the growth of a large number of local savings banks 
which, though dependent on the same soil for healthy growth, 
flourish side by side with it. The local savings banks, mostly 
Trustee Savings Bsinks but including the Birmingham Municipal 
Bank and those Scottish savings banks still operating under the 
Act of 1819, vary from the great ;(^8o millions Savings Bank of 
Glasgow to the small Trustee Savings Banks at Rye and Inner- 
leithen, which have less thjui ;^^50,ooo of funds apiece. They 
include banks covering several counties and hundreds of square 
miles, like those at Aberdeen, York, Belfast, Norwich, Boston, 
Chester, and Shrewsbury; compact county or district banks 
like those at Newcastle upon Tyne, Hull, Dundee, Perth, Exeter, 
Devonport, Leicester, Nottingham, Carlisle, Lincoln, I'aunton, 
Falkirk, and Kirkcaldy; banks drawing their support mainly 
from large cities like Effinburgh, Manchester, Liverpool, Leeds, 
Sheffield, and Coventry; and others operating solely but 
flourishing strongly in 'small towns like Montrose, Arbroath, 
Cupar, Rothesay, and Ormskirk, or in still smaller communities 
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like Castle Douglas, Thornhill, and Kingussie. There are many 
other savings banks too, which do not fall easily into any descrip- 
tive grouping, banks whose urge to expand has sometimes forced 
them in one direction and sometimes in another, but which 
have always kept some local territorial basis. 

Our modern planners would throw up their hands in horror 
at such a motley and unco-ordinated collection of banks all 
doing the same work but keeping a large measure of indepen- 
dence and freedom of development. Yet these Trustee Savings 
Banks are typical examples of the way in which institutions can 
be moulded by the national genius into the form best suited to 
the country’s needs, if allowed sufficient freedom. They are not 
fixed in their present pattern. Every few years, as we look 
again through the kaleidoscope, the picture has changed. The 
changes may seem to be due sometimes to centrifugal and at 
other times to centripetal tendencies. But the real test is public 
support, without which expansion would be uneconomic and 
virtually impossible. The rapid expansion of recent years shows 
that public support has been given to the old type of Trustee 
Savings Bank to a greater degree than ever before. 

This testifies to the soundness of the instincts of the nine- 
teenth-century pioneers. The system of management by boards 
of honorary trustees and managers, with the modern addition 
of local advisory committees for branches, has stimulated local 
pride and enabled quick and well-considcred decisions to be 
reached by men familiar with local conditions. The members of 
these boards have not been chosen for their political views nor, 
since the very early days, for their wealth or social connexions. 
They have been chosen for their interest in thrift and their public 
spirit and standing in the neighbourhood. Frequently one 
family has been connected with the local savings bank down the 
ages. There has been a Moreland on the Board of the Finsbury 
Savings Bank since i8i6; the Walkers of Dundee, the Campbells 
of Glasgow, the Sinclairs of Belfast, are other examples of long 
family connexions with large savings banks. There are instances 
of individuals being on the board of a bank for over sixty years 
and there is the remarkable record of longevity of Mr. James 
Melrose, who was chairman of the York County Savings Bank 
in his hundredth year. There are trustees whose names have 
become closely associated with their banks because of their 



Tlu Second World War 377 

exceptional interest in this work over long periods. Some of 
these have been mentioned in previous pages; more modem 
examples are the late Mr. W. J. Stuart of Hull, Sir William 
Forrest of Blackburn, Mr. G. U. Farrant, G.B.E., of Taunton, 
Mr. R. M. Williamson, LL.D., of Aberdeen, and Admiral 
L. A- B. Donaldson, C.B., C.M.G., of Portsmouth. There seems 
no reason why this system of honorary management should not 
be as successful in the future as it has been during the last hundred 
and thirty years. There is no sign that the supply of persons 
willing and competent to do this public work will become 
inadequate. The chief danger to the system is the constant 
tendency of parliaments to encourage the growth of centralized 
control. If the local boards of savings banks come to feel that 
the real responsibility for deciding on their future development 
is taken from them, their interest in the work may decrease. 
Most of the banks are long past their nursery days. The story of 
their earlier years has shown that, like children, they at times 
needed guidance. The controls and regulations of the nine- 
teenth century were necessary and useful. But when a child’s 
health is established and his mind has developed, his personality 
can only find full expression through greater freedom. So with 
the banks. The State will doubtless wish to retain general 
control of such an importeint economic structure, but it can do 
this without depriving the local trustees of freedom of decision 
in matters of normal administration. 

The trustees and managers, however, cannot succeed in 
mziking a flourishing savings bank without a good staff. Savings 
bank officers, whether as actuaries in charge of the administra- 
tion or as clerks interviewing depositors across the counter, must 
be specialists in thrift, as keen on the social aspects of their work 
as they are efficient at book-keeping and accountancy. In this 
respect the level of competence has been steadily rising for 
years. The growth of the banks has made the work more 
attractive and its prospects more inviting. The formation 
during the war of a Savings Banks Institute responsible for 
holding examinations of a high standard for savings bank 
officials should do still more to raise the status of the profession. 
The old part-time actuary, who conducted the savings bank as 
a side-line to his business is now almost forgotten. Some of them 
were picturesque figures. Sir Samuel Brighouse, the West 



378 The Second World War 

Lancashire Coroner, carried on the Ormskirk Savings Bank for 
over sixty years and made ‘Brighouse’s Bank’ a familiar and 
well-loved institution. Mrs. Keith, who carried on the savings 
bank in the little Aberdeenshire village of Kintore for many 
years before and after its amalgamation with the Aberdeen 
Savings Bank in 1926, took such a personal interest in her 
depositors and had such charm and persuasiveness that there 
were few in the neighbourhood who did not make her their 
confidante and adviser. These and many other figures of the 
recent past are still remembered with affection in their own 
district and, if the modem actuary is less in personal contact 
with the public and more absorbed in administration, he still 
occupies a place of importance in the local community which 
calls for both character and talent. Competent officials can be 
trained in any business and are nowhere more commonly 
found than in the Civil Service. But one of the advantages of 
the Trustee Savings Bank system is that there is a close personal 
link between management and staff which tends towards 
generous recognition of merit and a human and sympathetic 
attitude to personal difficulties. 

With well-chosen boards of management, competent staflFs 
and improved offices (the new Head Office of the Edinburgh 
Savings Bank in Hanover Street, opened during the war, has 
set a new standard to the banks), there seems no reason why the 
next fifty years should not be years of great prosperity for the 
Trustee Savings Banks, for they have learnt how to give a first- 
class specialized thrift service to young and old. The future is 
certainly more than usually obscure. Changes in the country’s 
social and economic structure are coming so rapidly that no finan- 
cial institution can look far ahead. No doubt the Trustee Banks 
will have to adapt themselves to new conditions. Their history 
suggests that they can be trusted to do so, if their activities are 
not restricted by the iron bands of bureaucratic control or 
centralized management. The need for saving is not likely to 
disappear, whatever new theories are in the a.scendant. Freedom 
from want can only be fully achieved by thrifi; and personal 
effort. Given freedom of development, the Trustee Savings 
Banks can make a steadily increasing contribution to these 
objectives. 



APPENDIX I 


Dates of EstablishmetU of Trustee Savings Banks in England and 
Wales, Scotland, the Channel Islands and Northern Ireland. 


Notes: 

(1) Those ill capital letters have had a continuous existence to the present day. 

(2) Dates in brackets indicate date of closing. 

(3} Asterisks denote places in which Trustee Savings Bank offices had been re- 
opened by 20 November 1944. 

(4} In Scotland only those savings banks which became certified under the Acts 
of 1835 ^ included. 

ENGLAND AND WALES 


Founded Name of Place 

1812 ^Bristol (1888) 

Chichester (1868) 

1813 Uckfield (1889) 

1815 Bath (1890) 

Exeter 
Liverpool 
Salisbury (1889) 

1816 Abergavenny (1891) 
Alnwick 
Ashford (1891) 

Baldock (1864) 

Barnard Castle (1892) 

Battle (1897} 

Bedford 

Berwick and Tweeomouth 
Biggleswade (1870) 

Bishop Auckland (1868} 
Brecon 

Bridgend (1876) 
Bridgnorth 
Bromley (1864) 

Buckingham 

Bury St. Edmunds (1892) 
Caine (1893) 

Camberwell (1890) 
Canterbury (1865) 
Chatham 

^Chesterfield (1876) 

Clapham (1864) 

Covent Garden (1866) 
Dartford (1864} 

Deptford (1864) 


Founded Name of Place 

^Durham (1868) 

Ellesmere 
Faversham (1872) 

Finsbury and City op 
London 
Fulham (1866) 

Godaiming (1895) 

Greenwich (1867) 

Guildford 
Halifax (1870) 

Halstead (1866) 
^Hammersmith (1871} 
♦Hereford (1888) 

Huntingdon (1866) 

♦Ipswich, Cor^ill (1878) 
♦Ipswich, Queen Street (1896) 
♦Islington (1876) 

Kingswood (1869) 
Leominster 
limehouse (1896) 

Lincoln 

London 

♦Loughborough (i£ 

♦Ludlow (1899) 

Maidenhead (1892) 
Manningtree (1878} 
Monmouth (1904) 

Morpeth 
Newport (Salop.) 
♦Northampton (1891) 
Norwich 
Oswestry 
♦Portsmouth (1868) 

Preston 
Ross (1889) 
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Fovndtd J^ame of Place 

St. Martin’s Place, Wcstmin* 
ter (1896) 

Sevenoaks (1888) 
Shrewsbury 
Southampton 
Southwark (1885) 

Staines (1869) 
♦Stockton-on-Tees ( 1 895) 
Stow-on- the- Wold (1868) 
♦I'avistock (1890) 

Ulverston 
Uxbridge (1891) 
Wandsworth (1864) 

W^st Mailing (1888) 
Whitchurch 
Winchester (1894) 

Windsor (1868) 

Woolwich (1868) 

York County 

1817 * Accrington (1880) 

♦Basingstoke (1890) 

Beaumaris (1876) 

Bloomsbury 

Boston 

♦Bridgwater (1883) 

Bridport (1891) 

Gainscross (1893) 
♦Cambridge (1890) 

Carshalton (1864) 

Castle Hedingham (1888) 
Chelmsford (1893) 

Chepdtow (1868) 

Chester 

Cirencester (1889) 
♦Colchester (1896) 

Devizes 

♦Devonport Dockyard (1873) 
♦Doncaster (1894) 

Dursley (1888) 

Epping (1864) 

Falmouth 
Hampstead (1877) 

Harew'ood (1889) 
Henley-on-Thames 
Hexham 
Horngastle 
♦King’s Lynn (1890) 
♦Knaresborough (1888) 
Leicester 
Llandilo 
Louth 


Founded Name of Place 

♦Macclesheld (1889) 
Maelor Hundred (1884) 
Nantwich 

Nether Stowey (1884) 
♦Newark-on-Trent (1^3) 
Newbury 
Newnham (1876) 
Newport (i.o.w.) 
Northallerton 
Pontefract 
Reading 
Richmond 
Romford (1870) 

Rugeley (1891) 

Rye and Winghelsea 
Saffron Walden (1893) 

St. Asaph (1903) 
Shaftesbury (1874) 

SouiTi Shields 
Taunton 
Tetbury (1889) 
Trowbridge 
♦Wakefield (1889) 

Watford (1864) 
Welshpool 
Wenlock (1869) 

Witham (1891) 

Worksop 
♦Worthing (1885) 
Wringtoii (1875) 

1818 Aberystwyth (1884) 

Alford (1889) 

Arundel (1896) 
Ashbourne 

Ashby-de-la-Zouch ( 1 900) 
Atherstone (1871) 
♦Aylesbury (1893) 
♦Aylsham (1897) 
Bakewell 
Barking (1887) 

♦Bedale (1894) 

Belper 
Beverley 
Bewdley (1867) 

Blandford (1869} 

Bolton 
Bourne (1904) 

Bradford, Yorks. 
Brentford (1889) 
Brighton 
•Bungay (1874) 
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Burton-on-Trcnt (1867) 
Gaistor (1891) 

Camborne 

Carlisle 

Castle Cary (1889) 
Cheltenham (1895) 
Chertsey (1876) 

COCKERMOUTH 

Goddenham (1865) 

Groston 

Derby 

Devonport (Union) 
Dorchester, Dorset (1889) 
Eggleston 
Eye (1891) 

Farringdon (1889) 
Folkingham (1893) 

Frome Sclwood (1885) 
Gloucester (1885) 
Grantham 
Gravesend 
Great Yarmouth 
Hackney (1894) 

Hadleigh (2891) 

Halesworth (1884) 
Harleston (1883) 

Harwich (1890) 

Haverford West (1894) 
Helston 

Hemcl Hempstead (1868) 

Huddersfield 

Hull 

Keswigk 

♦Kidderminster (1881) 
Kingston-on-Thames ( 1 868) 
Kirkby Lonsdale 
Knutsford 
Lambeth 
Lanchester (1895) 
LAUNCESaON 

Leeds 

Leyton (1870) 

Li^ficld (1880) 

Lilleshall (1693) 

Liskeard (1896) 

Lymington (1865) 
Malmesbury (1889) 
Manghester and Salford 
♦Mansfield (1864) 
Marlborough (1890) 

Mold 

Newcastle upon Tyne 
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Name of Place 

Newport Pagnell (1878) 
Northwigh 
Nottingham 
♦Otley (1895) 

Oundle (1893) 

Pembroke 

♦Peterborough (1895) 
Penzance (1893) 

Petworth (1893) 

Pirchill Mealbrd (1890) 
Pwllheli (1891) 

Ramsgate (1866) 

Redruth (1892) 

Retford 
Rochford (1863) 

Rugby (1867) 

Sandbagh 

♦Scarborough (1906) 

Settle 

Sheerness (1867) 

Shenstone (1868) 

Sherborne (1890) 
Shipston-on-S tour ( 1 888) 
Skipton (1866) 

Sleaford 
♦Southwell (1890) 

Spalding 
♦Stamford (1889) 

Stourport (1871) 

Swafiham (1888) 

Tewkesbury (1889) 
Thornbury (1889) 

Trentham (1881) 

♦Truro (1895) 

Tunbridge Wells (1896) 
Upton-on-Severn (1883) 
Wantage (1892) 

Wareham (1802) 

Warrington 
Warwick (1871) 

Wellington, Salop. (1889) 
Wells 
Whitehaven 
♦Wimborne (1879) 
Wirksworth 
♦Wisbech (1891) 

Woodbridge (1896) 
♦Worcester (1890) 

Wrexham 

Wycombe and South Bucks. 
•Yeovil (1891) 

Yoxall (1884) 
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Name qf Plod 

1819 Alton (1893) 

♦Cardiff (1887) 

♦Gheadle (18^) 

Chelsea (1891) 

CONQLETON 

Cripplegate (1880) 
♦Croydon (1868) 

Dolgelly (1865) 

Dorking (1890} 
Droitwich (1881) 

♦East Dereham (1864) 
East Grinstead (1896} 
Fakenham (1877) 
Framliiigham (1889} 
Gainsborough 
Guisborough (1888) 
Havant (1883) 

♦Hornsey (1864) 
♦Keighley (1881) 
Kensington (1879) 

Lyme Regis (1899) 
♦Market Drayton (1868) 
Mclksham (1893) 
Penkridge (1882) 

Reigate (1869) 
Sheffield 
Shifnal (1864) 

Sutton Coldfield (1870) 
Watton (1869) 

West Ham (1863) 
♦Whitby (1889) 
Whitechapel (1892) 

1820 Abingdon (1892) 

Ewell (1882) 

North Walsham 

1821 Frodsham 
♦Gosport (1883) 

Hawkshurst (1888) 
Hythe (1889) 

Ledbury (1872) 

♦Lcyland (1870) 
Pontypool (1891) 
Stanhope 
Wigan 

1822 Birstal and Batley (1876) 
Bury 

Chippenham (1893) 
Lutterworth (1866) 
♦Maidstone (1872) 


Founded Name of Place 

Orhskirk 
Poulton (1862) 

Stokesley (1888) 

Sudbury (1894} 

1823 Bowden (1864) 

•Hinckley (1870) 

♦Lancaster (1889) 

Leek (1884) 

Tamsworth (1897) 
Warminster 

1824 Ampthill (1890) 

♦Hanley (1888) 

Prescot (1892) 

Saddleworth (1864) 

Stockport 

Sunderland 

1825 Alston 
♦Walsall (1866) 

1826 Burford (1864) 

Deal (1872) 

Stoke Newington (1868) 

1827 Andover (1864) 
Birmingham (1864) 

Epsom (1879} 

♦Lambeth, St. John’s (1880} 
Malton 
Swansea 
Workington 

1828 Bromsgrove (1868) 
♦Burnley (1890) 

Ricdimond, Surrey (1891) 
♦Stalybridge (1875) 

1829 Ashton-under-Lynb 
Barnsley 
Edmonton (1867) 
Tottenham (1866) 

1830 St. Marylebone (1891} 

1831 Blackburn 
*Brigg (1897) 

♦Devonport (R.N.) (1868) 

Driffield 

Newport, Mon. (1888) 
Swindon (1895) 

1832 Paddington (1875} 
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Founded Name of Place 

1833 ♦Goolc (1897) 

Kingswinford (1875) 

1834 Machynlleth (1865) 
Stratford-on-Avon (1896) 

1835 Caerphilly (1873) 
Coventry 

*Staffonl (1888) 

1836 Bradford, Wilts. (1883) 
Bromyard (1868) 

Cuckfteld (1864) 

Haverhill (1895) 

Hertford 0893) 

Pickering (1889) 

*Rawtenstall (1863) 
Tynemouth 
Woodstock {1892} 

1837 Bridlington 
Darlington 

Farringdon St., £.C. (1888) 
Kington (1883) 

Plymouth 
♦Stepney (1896} 

Wentworth (1889) 
Weymouth (1889) 

1838 Allendale 
Brewood (1868) 

♦Bilston (1863) 

Leighton Buzzard (1866) 
Market Harborough (1867) 
Melton Mowbray 
Middi.£ ton-in-Teesdale 


Founded Name of Place 

1840 Haggerston (1869) 
♦Oldham (1884) 

Winchcombe (1868) 

1841 Alresford (1892) 
Chapel-en-le-Frith 
Chester-le-Street (1898) 
Downham Market (18^) 
Harrow (1882) 

♦Tunstall (1871) 

1842 Bicester (1872) 
Maryport 
Petersfield (1868) 
Runcorn 
Shoreditch 

1843 Hoxton (1863) 
Kennington (1874) 

♦WaUasey (1864) 
Wallingford (1^0) 

1844 ♦Clitheroe (1890) 

♦Colne (1876) 

Hartlepool (1864} 
Kirkham 
Lechlade (1863) 

1845 Alfreton (1902) 
Buntingford (1865) 
Chorley 

♦Fareham (1869) 

Hastings (1880) 

Highgate (1868} 

Leigh 

Tunbridge (1889) 


Rotherhithe (1869) 

TuRon Street, Westminster 
(1893) 

Wadebridge (1891) 

1839 ♦Birkenhead (1895) 

Bodmin (1865) 

Camden Town (1888) 

Ely (1890) 

Enfield (1863) 

Evesham (1865) 

♦Kettering (1894) 

♦Luton (1872X 
Margate (1879) 

Newcastle Endyn (1894) 
Wotton-under-Ed^ (1^) 


1846 Bishop Stortford (1887) 
Eccleshali (1888) 

Eckington (1874) 

Kirkby Stephen (1862} 
Portmadoc (1864) 

♦Rotherham (1893} 

West Bromwich (1864) 

1847 ♦Llanelly (1894) 
♦Middlesbro’-on-Tees (1866) 

Tenbury (1890) 

Thame (1880) 

1848 Alcesto* (1871) 

Denbigh (1878) 

♦Uttoxeter (1^2) 
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Founded Name of Place 

1849 Bala (1864) 

1850 Cheshunt (1867) 

Poole (1904) 

Romsey, New Hall (1863) 

1851 Crewkeme (1890) 

Marlow (1888) 

1852 Fleetwood (1864) 

Llangollen (1864) 

1853 Folkestone 
Mertliyr Tydvd (1864) 

1854 Carnarvon (1863) 

Chesham (1862) 

Staveley (1862) 

1855 Knighton 
Melbourne (1862) 

’“St. Helens (1870) 

St. James*, Piccadilly (1888) 
Tredegar (1863) 

1856 Bermondsey (1862) 
Holloway (1867) 

Newtown (1864) 

Romsey (1885) 

Seaham Harbour (1891) 
Tenby (1888) 

Winsford (1867) 

1857 Ambleside (1864) ’ 

Buxton (1870) 

’“Grimsby (1904) 

Middlewich (1883) 

Narbertli (1870) 

1858 Chipping Ongar (1866) 
Southwold (1867) 

1859 ’“Blackpool (1862} 

Braintree (1862) 

Cleobury Mortimer (1863) 


Founded Name qf Place 

Finchley (1862) 

•Ipswich Penny Bank (1863) 
New Mills 
Old Kent Road (1867) 
Ripon (1889) 

Saxmundham (1889) 

St. Albans (1863) 

Sedbergh (1865) 

1860 Billericay (1864) 

•Brixton (1862) 

•Cambridge Penny Bank 

(1889) 

Chipping Norton (1865) 
Flint (1867) 

•Hyde (1888) 

Leatherhead (1862) 

Odiham (1882) 

Over Darwen (1864) 
Pimlico (1867) 
♦Stoke-on-Trent (1867) 
Weston-super-Mare ( 1 862) 

1861 Bishops Castle (1866) 
Clayton West (1863) 

Holt (1867) 

1930 Bournemouth 

1931 Portsmouth 

1933 Oxford 
Wolverhampton 

1934 Luton 
Northampton 
Walsall 

1935 Cambridge 
Croydon 
Ilford 

1936 Stoke-on-Trent 

1937 Cardiff 


SCOTLAND 


Aberdeen 

Perth 

Arbroath 

Stonehaven 

Dundee 

* 

Elgin 

1827 Campbeltown 

Hawick 


Jedburgh 

1836 •Banff (1890) 

Kinross 

Edinburgh 



Foundtd Name of Place 

Gamrie (1892) 

Glasgow 

1837 Cupar 
Dunfermline 
Inverurie 
Kintore 
Kirkintilloch 

1838 Insgh 
Kirkcaldy 
Paisley 

1839 Dalkeith 
Ellon 
Forres 
Selkirk 


Appen£x I 

I Founded 


Name of Place 
New Deer 

Kelso 

Brechin 

Forfar 

Kildnimrny (1890) 
Newburgh (Fife) 
Galashiels 
Carluke 

♦Fort William (1864) 
Glencoe (1863) 

Stranraer (1864) 


1840 

Castle Douglas 

1861 

Larbert and Sienhousemuir 

Inverness 


Newhaven (1873) 


Montrose 

Nairn 

1863 

Laurencekirk 


♦Oban (1867) 

1864 

Marnoch (1892) 


Wick 

1869 



Cowdenbeath and Loch- 

1841 

♦Leith (1863) 


gelly 

1842 

Coldstream 

1873 

Rothes (1887) 


Foixloun (1892) 

Grangemouth 

1885 

Dunoon 


Rothesay 

Stirlino 

1896 

Motherwell 



00 

s 

Kingussie 

>843 

Thornhill 

Innerleithen and Traquair 

1845 

Falkirk 

Thurso 

1905 

Hamilton 



1906 

Bathgate 

1846 

Aijsxandria 

Kilmarnock 

♦Dumbarton (1865) 

1907 


Grantown-on-Spey 
Lennoxtown (Gampsie) 

1909 

Ayr 


St. Andrews 

19^1 

Helensburgh 


CHANNEL ISLANDS 

1822 

Guernsey | 

\ *834 

Jersey 


NORTHERN IRELAND 

1816 

Belfaft 

1819 

Dungannon 


Londonderry 

1825 

Enniskillen 

1818 

Armagh 

1832 

Coleraine 


CC 
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APPENDIX III 

POST OFnCE SAVINGS BANK 


Statement showing the number of open accounts and the balance due to 
depositors each year from 1862 to 1944 


Tear 

JVo. of open 
accounts at close 
of year * 

Amount including 
interest landing 
to credit of all 
accounts at close 
of year 

Tear 

JVa. of open 
accounts at close 
of year * 

Amount including 
interest standing 
to credit of all 
accounts at close 
ofytar 

From 16 Sept. 

1861, to 

31 Dec. 1863 
1863 

1 •78.4®5 

£• 

1,698,221 

1903 

9.402,852 

£ 

146,133,147 

319.669 

3,377,480 

1904 

1905 

9.673.717 

9.963,049 

148,339,334 

152,111,140 

1864 

470,858 

4.993,123 

1906 

10,332,784 

155,996,446 

1865 

611,384 

6,526,400 

1907 

10,692,555 

157,500,077 

1866 

746,254 

8,121,175 

190B 

1 1,018,251 

160,648,214 

1867 

854.983 

9,749.929 

1909 

7,913,295 

164,596.065 

1868 

965.154 

11,666,655 

1910 

8.371.789 

168,890,215 

i86g 

1,085.785 

13,524.209 

1911 

8,453.178 

176,518,508 

1870 

1,183,153 

15,099.104 

1912 

8,868,008 

182,104,564 

1871 

1,303.492 

17,023,004 

1913 

9,180,950 

187,248.167 

1872 

1.442.448 

19.318,339 

1914 

9,281,370 

190.533,208 

1873 

1,556.645 

21,167,749 

1915 

9,971,675 

186,327,584 

1874 

1.668,733 

23,157,469 

1916 

10,555,626 

196,655.159 

1875 

1,777,103 

25,187,345 

1917 

10,987,537 

203,262,059 

1876 

1,702,374 

26,996,550 

1918 

11,665,121 

234,633,323 

1877 

1,791,240 

28,740,757 

1919 

12,829,935 

266,348,366 

1878 

1,892,756 

30,411,563 

1920 

12,741,581 

266,508,032 

1879 

1,988,477 

32,012,134 

1921 

10,526,652 

264,156,529 

1880 

2,184,972 

33,744,637 

1922 

10,636,032 

268,143,235 

1881 

2,607,612 

36,194,495 

1923 

10,544,573 

273,070,983 

1882 

2,858,976 

39,037,821 

1924 

10,670,810 

280,373.433 

1883 

3,105,642 

41,768,808 

1925 

10,672,801 

285,491,388 

1884 

3,333,675 

44,773,773 

1926 

10,427,546 1 

283,658,417 

1885 

3,535,650 

47,697,838 

1927 

9,985,871 

284,649,940 

1886 

3,731,421 

50,874,338 

1928 

9.783,442 

288,619,186 

1887 

3,951,761 

53,974,065 

1929 

9,834,716 

284,952,761 

1888 

4,220,927 

58,556,394 

1930 

9.855,817 

290,235.317 

i88g 

4,507,809 

62,999.620 

1931 

9,781,933 

289.440,744 

i8go 

4.827.314 

67,634,807 

1932 

9,482,532 

305,7x2,118 

326,653,986 

i8gi 

5,118,395 

71,608,002 

1933 ' 

9,030,309 

1892 

5,452,316 

75,853,079 

1934 

9.322,828 

354.830.597 

1893 

5,748,239 

80,597,641 

1935 

9,702,295 

390,330,759 

1894 

6,108,763 

89,266,066 

1936 

10,148,794 

432,366,563 

*895 

6.453.597 

97,868,975 

1937 

10,631,455 

4/0.494.964 

1896 

6,862,035 

108,098,641 

1938 

11,116,680 

509.292.595 

1Q97 

7,239.761 

115,896,786 

1939 

11,608,753 

551.371.535 

1898 

7,630,502 

123,144,099 

1940 

12,839,623 

654.367.979 

i8gg 

8,046,680 

130,118,605 

1941 

14,878,281 

822,914.801 

xgoo 

8.439,983 

135,549,645 

1942 

15,922,688 

1.005,431.130 

1901 

8,787,675 

140,392,916 

1943 

17,616,763 

1,240,632,240 

igo2 

9.133.161 

144,605,088 

1944 

19,147, ooof 

1.493.914.183 


* From the year igog the noo-active accounts are excluded, 
t Approximate figures only available. 
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APPENDIX IV 
TRUSTEE SAVINGS BANKS FUND 
Deficiency or Surplus of Income 

Up to and including the year 1875 the excess of interest credited to Trustees over 
the income earned by the Fund was met by drawing upon the capital of the Fund. 
The Act 40 Viet. (c. 1 3) enacted that the amount of the deficiency of income in any 
year should be met out of moneys provided by Parliament, and that the surplus of 
income in any year, less a sum to provide against depreciation, should be paid over 
to the Exchequer. The capital deficiency computed to have accrued up to the 
passing of the 1877 Act, viz. £3,573,405, was made good to the Fund by the set- 
ting up of an Annuity of £83,672. 12J. for twenty-seven years, which was charged 
upon the Consolidated Fund. 

The table below shows the position in respect of each year from 1876 onwards: 


Year ended 
20 JVoo. 

Defideney of 
income provided 
by Parliament 

Surplus incotru paid 
to Exchequer 

Year ended 
20 Nov. 

Deficient of 
income provi^d 
by Parliament 

Surplus income paid 
to Exchequer 


£ 

d. 

£ 

d. 

B. Fwd. 

£ s. d. 

£845,388 16 11 

£ 

105,197 

s. 

15 

d. 

2 

1876 

77 i 040 3 

5 



19x0 


12,679 

6 

8 

1877 

77.40s 7 

6 



1911 


14,173 

3 

1 

1878 

73.834 13 

7 



19x2 


17,532 

16 

9 

1879 

72,514 15 

7 



19x3 


22,420 

X 2 

0 

1880 

67,743 0 

4 



19x4 


26,887 

15 

10 

1881 



21,073 17 

5 

1913 


f 

Cl 

15 

5 

1883 



16,158 8 

10 

1916 


31,049 

6 

3 

1883 



6,105 0 

3 

19x7 


73,818 

5 

7 

1884 

3,081 3 

7 



1918 


76,620 

15 

6 

1885 

4,774 13 

I 



1919 


195,583 

»3 

5 

1886 

3,740 4 

7 



1920 


278,385 

12 

0 

1887 

13,746 10 

8 



T921 


315,949 

17 

II 

k8S8 

as- 765 4 

8 



1922 


327,019 

12 

9 

1889 



29,464 15 

6 

1923 


362,595 

10 

6 

i89.> 



24,334 2 

9 

1924 


365,539 

0 

5 

1891 



5,065 0 

6 

1925 


415,531 

It 

8 

1893 

6,237 a 

3 



1926 


440,750 

10 

7 

1893 

13,078 6 

2 



1927 


458,455 

17 

8 

1894 

18,777 2 

3 



X928 


461, x«6 

2 

4 

1895 

82,891 X 

I 



1929 


486,608 

2 

6 

1896 

15,846 19 

0 



1930 


466,815 

19 

6 

1897 

23,496 2 

9 



1931 


490,224 

5 

6 

1898 

37,394 5 

1 



1932 


505,196 

12 

9 

1899 

38,240 1 

4 



1933 


890,992 

16 

3 

1900 

39,865 17 

11 



1934 


927,729 

17 

3 

190X 

38,069 j8 

1 



1935 


883,479 

19 

XI 

190s 

37.997 3 

9 



1936 


694,906 

5 

2 

1903 

76,286 1 1 

5 



1937 


434,347 

7 

X 

1904 

1 18,874 3 

6 



1938 


440,029 

2 

I 

1905 

16,297 8 

8 



1939 


493.382 

4 

4 

1906 

9,491 2 

6 



1940 


285,464 

7 

5 

1907 

7,327 19 

3 



X941 


331,336 

5 

4 

1908 

5,554 12 

9 



1942 


336,413 

0 

0 

1909 

•• 


2,996 9 

XI 

1943 


443.867 

0 

0 


£845,388 x6 

XI 

£105,197 15 

2 


£843,388 16 II 

£12,160,190 

6 

9 


It will be seen from the above table that by the end of the year 1920 the total 
amount of surplus income paid into the Exchequer (£878,438. 17^. 8d.) had reached 
the total amount of deficiency voted. The total payment into the Exchequer in 
respect of the period to 1943 inclusive, exceeds the total amount of deficiency pro- 
vided by £1 1,314,801. 91. lod. 
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